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Public  Accounts  1997-98 


Annual  Report  of  the  Government  of  Alberta 
PREFACE 

The  Public  Accounts  of  Alberta  are  prepared  in  accordance  with  the  F inancial  Administration 
Act  and  the  Government  Accountability  Act.  The  Public  Accounts  consist  of  the  annual  report 
of the  Government  of Alberta  and  the  annual  reports  of  each  of the  18  ministries.  Commencing 
this  fiscal  year,  ministry  annual  reports  required  under  the  Government  Accountability  Act 
replace  volumes  2,3,  and  4 of  the  Public  Accounts  prepared  in  previous  years . 

This  annual  report  of  the  Government  of  Alberta  contains  the  consolidated  financial 
statements  of  the  Province  and  a comparison  of  the  actual  performance  results  to 
desired  results  set  out  in  the  government’s  business  plan,  including  a message  from 
the  Provincial  T reasurer.  The  Province’s  audited  consolidated  financial  statements 
include  the  accounts  of  government  entities  consisting  of  departments  (all  departments 
combined  form  the  General  Revenue  F und),  revolving  funds,  the  Alberta  Heritage 
Savings  Trust  Fund  and  other  regulated  funds,  provincial  agencies  and  Crown- 
controlled  corporations. 

The  annual  reports  of  the  ministries  contain  the  audited  consolidated  financial  statements  of 
the  ministries  and  a comparison  of  actual  performance  results  to  desired  results  set  out  in  the 
ministry  business  plans,  includingmessages  from  the  Ministers.  Ministry  audited  consolidated 
financial  statements  include  the  accounts  ofthe  departments,  revolving  funds,  regulated  funds, 
provincial  agencies  and  Crown-controlled  corporations  for  which  the  particular  Minister  is 
responsible.  The  financial  statements  of  these  component  entities  of  the  ministry  are  also 
included  in  ministry  annual  reports. 

Ministry  annual  reports  include,  either  as  separate  reports  or  as  part  of  financial  statements, 
the  reports  or  statements  prepared  pursuant  to  theFinancir  l Administration  Act,  to  the  extent 
that  the  ministry  has  anything  to  report.  A summary  of  expenditures  under  each  appropriation 
in  the  ministry,  asrequiredby  theGovemment  Accountability  Act,  is  included  in  the  financial 
statements  of  each  department. 

F inancial  information  relating  to  accountable  organizations  and  trust  funds  is  also  included  in 
ministry  annual  reports  as  supplementary  information. 
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Accountability  Statement 


The  government's  Consolidated  Annual  Report  for  the  year  ended  March  31,  1998  was 
prepared  under  my  direction  in  accordance  with  the  Government  Accountability  Act  and  the 
government's  accounting  policies.  All  of  the  government's  policy  decisions  as  at  June  1 7,  1998 
with  material  economic  or  fiscal  implications  have  been  considered  in  the  preparation  of  the 
Consolidated  Annual  Report. 


Stockwell  Day 
Provincial  Treasurer 
June  17,  1998 
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Overview  of  the  1 997-98 
Annual  Report  of  the 
Government  of  Alberta 


Message  from 

the  Provincial  Treasurer 

The  Alberta  government  takes  its  responsibility  to  Albertans  very 
seriously.  Each  year,  we  set  a budget  that  reflects  Albertans’ 
priorities— setting  business  plan  goals  and  strategies,  directing 
spending  to  areas  that  count  most,  and  telling  Albertans  what  we 
expect  to  achieve. 

Developing  plans  and  preparing  budgets  is  only  one  part  of  our 
responsibilities.  The  other  critical  part  is  reporting  to  Albertans  what 
actually  happened— what  results  we  achieved,  whether  we  met  the 
targets  we  set,  and  whether  we  stuck  to  our  fiscal  plan. 

This  Annual  Report  fulfills  that  second  part  of  our  responsibilities  to 
Albertans.  It  combines  results  on  the  financial  side  with  a 
comprehensive  report  on  the  performance  of  government  and  the 
results  we  achieved.  By  reporting  annually  on  these  results,  Alberta 
not  only  leads  the  way  in  Canada,  but  we  demonstrate  our 
commitment  to  Albertans— a commitment  to  accountability,  a 
commitment  to  provide  Albertans  with  information  about  our  plans 
and  our  results. 

Once  again,  this  year’s  Annual  Report  brings  very  good  news  for 
Albertans.  And  it  confirms  what  most  of  us  know  already  from 
living  and  working  in  Alberta  — 1 997-98  was  a great  year  for  our 
province.  More  Albertans  are  working  than  ever  before.  Alberta’s 
economy  is  leading  the  country  in  growth.  The  province’s  net  debt 
is  dropping  dramatically,  and  this  year,  we’ve  made  the  biggest  ever 
payment  against  our  debt.  At  the  same  time,  targeted  reinvestments 
in  health,  education  and  infrastructure  are  having  a positive  impact 
on  those  priority  areas. 


Looking  back  to  the  beginning  of  1997-98,  what  agenda  did  we  set? 
The  theme  of  Budget  ’97  was  building  Alberta  together.  The  focus 
was  on  providing  quality  services  to  Albertans,  especially  in  health 
and  education,  strengthening  the  economic  climate  for  growth  and 
jobs,  and  maintaining  fiscal  responsibility  and  accountability.  Top 
priorities  in  the  government’s  business  plan  were: 

♦ Health — ensuring  that  Albertans  have  access  to  quality  health 
services  when  they  need  them 

♦ Education — preparing  young  people  and  adults  with  excellent 
skills  and  knowledge 

♦ Jobs  — encouraging  continued  strong  growth  in  Alberta’s 
economy  and  opportunities  for  new  and  meaningful  jobs  for 
Albertans. 

That  was  the  agenda  we  set.  What  did  we  achieve? 

These  are  some  of  the  highlights  of  the  province’s  results  for 
1997-98: 

♦ The  combined  impact  of  a strong  economy  and  responsible 
spending  meant  we  were  able  to  make  a record  net  debt  payment 
of  $2. 6 billion. 

♦ Over  one-third  of  the  debt  accumulated  between  1985  and  1 994 
has  now  been  repaid. 

♦ Because  we’ve  been  able  to  pay  down  the  debt,  we  saved 
$146  million  in  interest  costs  in  1997-98. 

♦ Spending  increases  reflected  Albertans  ’ priorities . Including 
one-time  initiatives,  health  spending  was  up  by  almost  1 0%  and 
spending  on  education  was  up  by  over  9%. 

♦ One-time  spending  initiatives  were  targeted  to : 

Health — to  ensure  that  medical  equipment  and  computers  are 
Year  2000  compliant 

Education — to  modernize  schools,  and  to  renew  facilities 
and  purchase  new  equipment  at  post-secondary  institutions 
Infrastructure  — to  respond  to  the  pressures  of  growth  on 
Alberta’s  roads  and  highways. 

♦ Total  revenues  to  the  province  were  up  by  6%,  primarily 
because  of  higher  revenues  from  personal  and  corporate  income 
taxes. 


♦ A strong  economy  meant  Alberta’s  tax  revenues  for  1 997-98 
were  up  by  nearly  $1  billion.  With  more  Albertans  working  and 
earning  more,  personal  income  tax  revenues  increased  by  over 
12%.  Corporate  income  tax  revenues  were  nearly  three  times 
higher  than  they  were  in  1992-93.  And  that’s  in  spite  of  the  fact 
that  there  have  been  no  tax  increases  in  Alberta.  Instead,  taxes 
have  been  reduced.  Effective  January  1 , 1 998,  the  basic 
provincial  personal  income  tax  rate  was  reduced  and  the 
maximum  benefit  for  families  qualifying  for  Alberta’s  Family 
Employment  Tax  Credit  was  doubled. 

♦ On  the  performance  side,  based  on  the  most  recent  information 
we  have,  there  are  some  promising  signs  and  some  areas  where 
more  work  is  needed. 

44,200  jobs  were  created  in  1997. 

Albertans  have  among  the  highest  life  expectancies  in  the 
world. 

- The  rate  of  births  to  young  women  under  the  age  of  1 8 has 
dropped  each  year  since  1991,  but  Alberta’s  rate  is  still 
higher  than  the  Canadian  average. 

87%  of  Alberta’s  grade  9 students  achieved  acceptable 
standards  in  language  arts,  exceeding  provincial 
expectations  of  85%. 

Math  results  are  not  as  positive.  Only  66%  of  Grade  9 math 
students  achieved  acceptable  standards,  well  below 
provincial  expectations  of  85%. 

The  number  of  families  with  incomes  less  than  $20,000 
declined  to  just  over  9%,  better  than  the  target  of  1 0%. 
Property  crimes  were  down  by  2.3%  in  1 996  but  Alberta’s 
violent  crime  rate  remains  slightly  above  the  Canadian 
average. 

Although  the  rate  of  youth  crime  fell  in  1 996-97,  Alberta’s 
rate  remains  well  above  the  national  average. 

That’s  an  overview  of  some  of  the  key  results  for  1997. 

The  message  I hope  Albertans  will  take  from  this  Annual  Report  is 
that  we’re  on  the  right  track.  We  are  making  steady  progress  on  our 
goal  of  building  Alberta  together.  We’re  now  seeing  the  benefits  of 
paying  down  the  debt,  carefully  targeted  spending  plans,  and  low 
taxes  for  Albertans. 

In  1 997,  we  said  that  Albertans  had  every  reason  to  look  to  the 
future  with  confidence  and  hope.  That  belief  has  been  confirmed 
with  the  results  in  this  Annual  Report.  Our  finances  are  in  order, 
and  we’re  making  good  progress  in  achieving  the  goals  we  set. 
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Looking  ahead,  there  is  much  work  left  to  be  done,  but  with  the 
support  and  hard  work  of  Albertans,  there  is  no  doubt  that  we  are 
building  a province  that’s  the  envy  of  the  world. 

I encourage  Albertans  to  review  this  report  and  to  call  your  MLA  if 
you  have  questions  or  advice.  We  also  are  releasing  the  fourth 
annual  Measuring  Up  report— comprehensive  information  on  a 
series  of  performance  measures  tracking  our  performance  against  the 
targets  we  set.  The  annual  report  on  the  Heritage  Savings  Trust 
Fund  also  is  available  for  Albertans  to  review. 

Together,  these  reports  fulfill  one  of  our  key  responsibilities  to 
Albertans  - a responsibility  to  account  fully  to  you  about  the  plans 
and  goals  we  set,  the  dollars  we  spent,  and  the  results  we  achieved. 


Stockwell  Day 
Provincial  Treasurer 


Financial  Highlights  for  1997-98 


♦ A payment  of  $2.6  billion  was  made  on  Alberta’s  net  debt 
subject  to  the  Balanced  Budget  and  Debt  Retirement  Act. 

♦ Alberta’s  net  debt  is  dropping  dramatically.  With  the  1997-98 
payment,  Alberta’s  net  debt  now  stands  at  $1 . 1 billion,  down 
from  a high  of  $8.3  billion  just  four  years  ago. 

♦ Targeted  reinvestment  reflected  Albertans’  priorities.  Spending 
on  programs,  including  one-time  spending  on  infrastructure,  was 
up  by  nearly  $1  billion,  7.6%  higher  than  1996-97  spending 
levels.  Total  spending  for  1997-98  was  just  over  $15  billion. 

♦ Total  revenues  were  $ 1 7.8  billion.  That’s  up  $ 1 billion  over  the 
previous  year  and  $2.5  billion  more  than  the  Budget  ’97 
forecast. 


Fiscal  Summary 

(millions  of  dollars) 

1997-98 

1997-98 

1996-97 

Budget 

Actual 

Actual 

Revenue 

Forecast/Actual 

15,300 

17,754 

16,748 

Cushion 

(590) 

— 

— 

Budget/Actual 

14,710 

17,754 

16,748 

Expense 

Program 

13,360 

13,522 

12,930 

One-time  Initiatives 

— 

390 

— 

Debt  Servicing  Costs 

1,198 

1,183 

1,329 

14,558 

15,095 

14,259 

Pension  Provisions 

65 

(91) 

(371) 

Total  Expense 

14,623 

15,004 

13,888 

Net  Decrease  (Increase)  in 

Capital  Assets  affecting  Operations 

3 

(20) 

38 

Surplus 

90 

2,730 

2,898 

Remove  Pension  Provisions 

65 

(91) 

(371) 

Surplus  subject  to  Balanced  Budget 

and  Debt  Retirement  Act 

155 

2,639 

2,527 
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Reinvestment  targets  Albertans’  priorities 


Thanks  to  a strong  economy,  a solid  revenue  picture,  and  savings  in 
debt  servicing  costs,  government  was  able  to  reinvest  significant 
additional  money  in  Albertans’  priorities. 

This  year’s  spending  included  a combination  of  targeted  increases  in 
base  funding  for  priority  areas,  especially  health  and  education,  and 
one-time  spending  to  respond  to  pressures  on  Alberta’s 
infrastructure  of  schools,  post-secondary  institutions,  hospitals,  roads 
and  highways. 

The  Alberta  government  remains  committed  to  responsible  spending 
plans.  While  spending  increased  substantially  in  1 997-98,  we 
targeted  spending  where  it  was  needed  most  and  where  additional 
funding  could  make  a real  difference  in  the  quality  of  programs  and 
services  Albertans  receive.  We  were  careful  not  to  spend  more  than 
we  could  afford  and  not  to  build  expectations  we  would  not  be  able 
to  meet  in  the  future. 

Highlights  of  the  spending  picture  for  1 997-98  are  as  follows: 

♦ Total  spending,  excluding  pension  provisions,  was  up  by 

$836  million  over  the  previous  year.  Base  funding  was  up  3.1% 
or  $446  million.  One-time  infrastructure  spending  totalled  $390 
million. 

♦ T otal  spending  was  $537  million  higher  than  budgeted,  mostly 
due  to  one-time  infrastructure  initiatives. 

♦ Debt  servicing  costs  dropped  by  $ 1 46  million  in  1 997-98,  a 
decrease  of  1 1%. 

♦ Program  spending  increased  by  7.6%  in  1 997-98.  Three  quarters 
of  that  increase  went  to  health  and  education. 

♦ Health  spending  was  nearly  1 0%  higher  ($390  million)  than  the 
previous  year  and  $233  million  more  than  budgeted.  About  half 
of  the  increase  over  last  year  went  to  one-time  initiatives  to 
ensure  medical  equipment  and  computers  are  Year  2000 
compliant.  Spending  on  health  also  increased  in  1997-98  to 
provide  additional  funding  for  health  authorities,  to 
accommodate  increases  in  physicians’  billings,  and  to  eliminate 
the  deficits  that  some  regional  health  authorities  inherited. 


♦ Spending  on  education  climbed  by  $346  million  or  9.2%  over 
the  previous  year  and  also  was  $84  million  higher  than 
budgeted.  Increases  in  education  spending  were  primarily 
because  of  enrolment  growth  in  schools,  grants  to  support  an 
increased  number  of  special  needs  students,  increased  support 
for  school  construction  and  renewal,  and  technology  upgrading. 
On  the  post-secondary  side,  spending  increases  recognized  the 
performance  of  post-secondary  institutions  and  additional  one- 
time funding  went  to  upgrade  post-secondary  facilities  and 
purchase  new  equipment. 

♦ Other  spending  was  $246  million  higher  than  in  1 996-97  and 
$235  million  higher  than  budgeted.  This  reflected  a write  down 
of  the  Alberta  Pacific  Pulp  Mill  project  loan,  accounting 
changes  related  to  the  Dairy  Control  Board,  provisions  for 
sterilization  settlements,  and  one-time  funding  to  municipalities 
for  the  North-South  trade  corridor  and  other  rural  and  urban 
infrastructure  proj  ects . 

♦ In  1 997-98,  pension  obligations  declined  by  $9 1 million.  This 
follows  a $371  million  decline  in  1996-97.  When  the  reduction 
in  pension  obligations  is  added  to  the  surplus  of  $2.6  billion, 
Alberta’s  total  surplus  increases  to  $2.7  billion. 


Consolidated  Surplus  (Deficit) 

($  millions  - excluding  pension  provisions) 


(5,000) 


Revenue  increases  reflect  a strong  Alberta 
economy 


In  1996-97,  revenue  growth  was  primarily  driven  by  dramatic 
increases  in  oil  and  gas  revenues.  For  1997-98,  the  picture  has 
changed.  Non-renewable  resource  revenues  were  down,  primarily 
because  of  weaker  oil  prices.  But  that  drop  has  been  more  than 
offset  by  significant  increases  in  personal  and  corporate  income  tax 
revenues.  Those  increases  reflect  the  benefits  to  all  Albertans  of  a 
strong  and  thriving  economy. 

Highlights  of  the  revenue  picture  include: 

♦ Total  revenues  increased  by  $ 1 billion,  an  increase  of  6%  over 
the  previous  year.  That  increase  brought  Alberta’s  total  revenues 
to  almost  $ 1 7.8  billion  in  1 997-98. 

♦ Corporate  income  tax  revenues  were  up  by  over  3 1 % in 
1997-98,  an  increase  of  $441  million  from  the  previous  year  and 
$412  million  more  than  forecast  in  the  budget.  This  increase  in 
revenues  reflects  a thriving  economy  with  successful  Alberta 
businesses  expanding  their  markets  and  increasing  their  profits. 

Corporate  Income  Tax  Revenue 

($  millions) 


CD 

00 

05 

o 

T- 

C\J 

00 

uo 

CD 

h- 

00 

CO 

00 

Op 

op 

05 

05 

05 

05 

05 

05 

05 

05 

05 

ib 

CD 

N. 

00 

05 

O 

tL 

C\J 

CO 

4 

ib 

CD 

N- 

CO 

00 

00 

00 

CO 

05 

05 

05 

05 

05 

05 

05 

05 

05 

CD 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

T— 

T- 

T— 

1— 

i- 

T— 

T— 

T— 

i— 

T— 

T— 

T— 

i— 

♦ Personal  income  tax  revenues  increased  by  $432  million  or 
more  than  12%  in  1997-98,  a clear  reflection  of  more  jobs  and 
higher  incomes  for  Albertans. 

Albertans  continued  to  pay  the  lowest  overall  taxes  in  Canada. 
Effective  January  1 , 1 998,  provincial  income  tax  rates  were 
reduced  from  45.5%  of  the  basic  federal  basic  tax  to  44%.  And 
the  maximum  Alberta  Family  Employment  Tax  Credit  was 
doubled  to  $ 1 ,000  for  working  Alberta  families. 

♦ Other  tax  revenues  were  up  in  1 997-98  by  4.5%  or 

$ 1 05  million.  This  reflected  strong  economic  growth  in  the 
province  and  higher  provincial  revenues  from  school  property 
taxes.  School  property  tax  rates  went  down  for  the  fourth 
consecutive  year. 

♦ Non-renewable  resource  revenue  dropped  by  6.3%  or 
$256  million  over  the  previous  year.  Weaker  oil  prices 
contributed  to  a $792  million  drop  in  oil  royalties.  This  drop  in 
oil  royalties  was  partly  offset  by  higher  gas  prices  which 
boosted  gas  royalties  by  $361  million,  and  by  increased 
revenues  from  sales  of  Crown  leases.  These  two  factors  also 
resulted  in  resource  revenues  being  $ 1 billion  higher  than  the 
budget  forecast. 

♦ Natural  gas  is  becoming  an  increasingly  important  factor  in 
Alberta’s  revenue  picture.  In  1997-98,  the  province  received 
almost  $1.7  billion  in  gas  royalties  compared  with  $1.1  billion  in 
oil  royalties. 

♦ Investment  income,  primarily  from  the  Alberta  Heritage  Savings 
Trust  Fund,  was  up  by  8.4%  in  1997-98,  an  increase  of 

$ 1 35  million  from  the  previous  year  and  $282  million  more  than 
forecast  in  the  budget.  The  increase  was  due  to  gains  from  sales 
of  investments  and  higher  investment  returns. 

♦ Transfers  from  the  federal  government  sank  by  1 2.4%  in 

1 997-98,  a drop  of  $ 1 67  million  from  the  previous  year  and 
$ 1 56  million  lower  than  the  budget  forecast.  The  amount 
Alberta  received  in  federal  transfers  for  health  and  social 
programs  was  down  $226  million  from  the  previous  year 
because  of  higher  personal  and  corporate  income  tax  revenues 
in  the  province. 


♦ Revenues  from  fees,  permits  and  licences  were  down  1 .5%  or 
$ 1 9 million  from  the  previous  year.  At  the  same  time,  these 
revenues  were  $94  million  more  than  forecast  in  the  budget, 
primarily  because  of  higher  than  expected  revenues  from  timber 
rentals  and  fees. 

♦ Net  income  from  commercial  operations  shot  up  by  almost  90%. 
The  result  was  an  increase  in  revenues  of  $237  million  over  the 
previous  year  and  a $ 1 1 5 million  increase  over  the  budget 
forecast.  The  difference  is  mainly  due  to  the  return  to  profitability 
at  Alberta  Treasury  Branches  after  posting  losses  in  the  previous 
year. 

♦ Other  revenue  increased  by  9.7%  in  1 997-98,  an  increase  of 
$98  million  over  the  previous  year  and  $ 1 56  million  higher  than 
the  budget.  About  a third  of  the  increase  over  budget  was  due 
to  a $52  million  increase  in  revenues  from  lottery  operations  to 
$705  million. 

The  end  of  net  debt  is  in  sight 

Just  four  years  ago,  Alberta’s  net  debt  reached  a peak  of  $8.3  billion. 
Each  Albertan’s  share  of  that  debt  was  over  $3,000.  The 
government  made  a commitment  to  put  the  brakes  on  mounting 
debt  and  set  a goal  of  eliminating  Alberta’s  net  debt. 

Today,  that  goal  is  in  sight.  We’re  well  on  the  way  to  climbing  out 
of  debt. 

With  this  year’s  payment  of  $2.6  billion,  Alberta’s  net  debt  now 
stands  at  $ 1 . 1 billion.  If  revenues  stay  on  track  and  responsible 
spending  remains  the  norm,  Albertans  can  expect  the  net  debt  to  be 
gone  entirely  by  the  year  2000.  Paying  down  the  debt  means 
immediate  returns  to  Albertans  and  puts  Alberta  on  a more  solid 
financial  foundation  for  the  future. 
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Climbing  Out  of  Debt 


$13.3  billion 
of  accumulated  debt 
still  to  be  paid  back 


of  net  debt  by 
year 2000 


remaining 
$1. 1 billion 


Elimination  of 


We’ve  made  tremendous  progress  in  lifting  the  net  debt  burden 
from  Albertans.  But  eliminating  net  debt  is  just  one  step  in  the 
process.  With  net  debt  gone,  we’ll  be  back  to  the  position  where  we 
own  more  than  we  owe  — our  financial  assets  will  be  more  than  our 
liabilities. 

But  we’ll  still  owe  money  on  debts.  We  still  have  over  $13  billion 
of  accumulated  debt.  And  we  will  still  be  paying  over  $1  billion  in 
interest  each  year  on  that  debt. 

In  the  1998-99  budget,  we  made  a commitment  to  consult  with 
Albertans  on  what  the  next  steps  should  be  to  address  the  remainder 
of  Alberta’s  debt.  We’ll  ask  their  advice  on  how  aggressively  we 
should  move  to  pay  down  the  remaining  debt  and  that  advice  will 
be  built  in  to  a new  debt  reduction  plan. 


Net  Worth  (Balance  Sheet) 

Liabilities  and  Offsetting  Assets 

at  March  31,  1998 

(billions  of dollars) 

25 


20 


15 


10 

5 


0 

a Excludes  pension  obligations  of  $4.9  billion  which  are  scheduled  for  elimination  under  a separate 
1993  legislated  plan. 

b Alberta  Municipal  Financing  Corporation. 
c Alberta  Heritage  Savings  Trust  Fund  — net  of  internal  holdings. 


21.5 

20.4 

Other 

3.7 

Other 
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D.U 
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Accumulated 

Debt 

- 

13.3 

■(which  will 
require 

Merest 
payments  of  : 
$1.1  billion} 

AHSTP 

10.9 

1.1 
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LIABILITIES8  minus  ASSETS  equals  NET  DEBT 
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Performance  highlights  - 1997-98 


Results  on  the  financial  side  are  good  news  for  Albertans  and  reflect 
the  impact  of  a strong  economy,  more  jobs  and  more  business 
opportunities. 

But  financial  results  are  only  part  of  the  equation.  The  Alberta 
government  has  made  a strong  commitment  to  measure  results  and 
to  provide  Albertans  with  regular  reports  on  our  performance.  This 
gives  Albertans  the  information  they  need  to  assess  not  only  what 
we  spent,  but  also  what  we  achieved. 

Each  year,  the  government  releases  Measuring  Up.  That  report  is  a 
key  component  of  the  government’s  annual  reporting  to  Albertans.  It 
tracks  our  progress  on  a set  of  key  measures  and  highlights  where 
we’re  making  good  progress  and  where  more  work  needs  to  be 
done.  That  report  is  complemented  by  more  detailed  measures 
included  in  annual  reports  from  every  Ministry  of  government, 
which  are  released  in  September  each  year. 

Measuring  Up  is  organized  around  government’s  three  core 
businesses: 

People  ...  helping  Albertans  to  be  self  reliant,  capable  and  caring 

Prosperity . . . promoting  prosperity for  Albertans 

Preservation  ...preserving  the  Alberta  tradition. 

One  of  the  key  benefits  of  measuring  results  is  Albertans  can  track 
where  the  results  are  meeting  targets  and  where  they  are  falling  short 
of  our  expectations. 

This  year’s  Measuring  Up  report  shows  good  progress  in  the 
following  areas: 

♦ Life  expectancy  — Albertans  have  among  the  highest  life 
expectancies  in  the  world.  Life  expectancy  has  increased  since 
1991. 

♦ Births  to  young  mothers  - The  rate  of  babies  bom  to  young 
women  under  1 8 dropped  by  28%  in  1 996  compared  with  1991. 

♦ Literacy  skills  for  young  Albertans  - 87%  of  grade  9 students 
achieved  acceptable  standards  in  language  arts,  exceeding 
provincial  expectations  of  85%. 


♦ Family  income  distribution  - The  number  of  Alberta  families 
with  incomes  less  than  $20,000  declined  to  9.1%  in  1996,  better 
than  our  target  of  1 0%. 

♦ T axation  load  - Alberta  ’ s total  tax  load  on  individuals  is  the 
lowest  in  Canada. 

♦ Net  debt— Alberta’s  net  debt  has  dropped  to  $1 . 1 billion.  The 
target  is  complete  elimination  of  net  debt. 

♦ Job  creation  -44,200  jobs  were  created  in  Alberta  in  1997. 

♦ Crime  rate  — Property  crimes  were  down  by  2.3%  in  1996. 

♦ Serious  youth  crime — Both  violent  and  property  crime  rates 
continued  to  fall  in  1 996-97.  The  violent  crime  rate  dropped  by 
3.3%  and  the  property  crime  rate  fell  8%. 

♦ Air  quality — No  days  of  poor  air  quality  were  reported  in 
1997. 

Areas  for  improvement  highlighted  in  Measuring  Up  include: 

♦ High  school  completion  rate— Alberta’s  high  school 
completion  rate  remained  unchanged  at  69%  in  1 997,  below  the 
target  of  75%. 

♦ Math  scores  — In  1 997,  66%  of  grade  9 students  met  acceptable 
standards  in  math,  considerably  below  provincial  expectations 
of  85%. 

♦ Births  to  young  mothers  - The  rate  at  which  young  women 
under  1 8 are  having  children  continues  to  decline,  but  in  1 995, 
Alberta’s  rate  was  still  higher  than  the  Canadian  average. 

♦ Private  sector  funding  of  research  and  development  — 

Alberta’s  share  of  business  spending  on  research  and 
development  declined  slightly  to  6.7%  of  the  Canadian  total  in 
1995,  still  well  below  our  target  of  1 1%. 

♦ Personal  Income  Tax  - While  Alberta’s  total  tax  load  is  the 
lowest  in  Canada,  our  basic  personal  income  tax  rate  is  now  the 
second  lowest  in  Canada,  behind  Ontario. 


♦ Workplace  climate— The  rate  of  person-days  lost  to  disputes 
increased  significantly  in  1997  to  the  second  highest  level  in 
Canada.  The  increase  was  mainly  due  to  the  Canada  Safeway 
dispute.  The  rate  of  person  days  lost  to  injury  also  increased  in 
1997. 

♦ Violent  crime  rate— Alberta’s  violent  crime  rate  remains 
slightly  above  the  Canadian  average. 

♦ Serious  youth  crime  - Although  the  rate  of  serious  youth  crime 
fell  in  1996-97,  Alberta’s  rate  remains  well  above  the  Canadian 
average. 

♦ Oil  and  gas  reserves  — The  production  of  conventional  oil  and 
gas  continues  to  exceed  the  rate  of  replacement,  resulting  in 
declining  proven  reserves. 

♦ Downstream  water  quality  — River  water  quality  downstream 
from  Calgary,  Edmonton  and  Lethbridge  is  not  acceptable  for 
recreational  use. 

In  addition  to  those  highlights,  a summary  of  key  results  in  each  of 
the  three  core  businesses  is  included  in  this  Annual  Report. 
Albertans  are  encouraged  to  review  the  full  Measuring  Up  report 
for  more  information  on  how  we  are  “measuring  up”  to  their 
expectations. 

The  results  from  this  year’s  Measuring  Up  report  will  provide 
important  information  for  updating  and  revising  government  and 
Ministry  business  plans  for  1 999-2002.  Albertans  can  expect  to  see 
many  of  the  areas  for  improvement  highlighted  in  future  business 
plans  with  appropriate  strategies  to  improve  results. 


Goals 


Measures 


Results  


PEOPLE 

Albertans  will  be  healthy. 

Life  Expectancy  at 
Birth 

Female  life  expectancy  of  81.3  years  and  male  life  expectancy  of 

76.0  years  in  1996. 

- 

Health  Status 

Slight  increase  in  percentage  rating  their  health  as  only  fair  or  poor. 
Second  lowest  rating  of  fair  or  poor  health  after  BC  and  Nfld. 

ft 

Our  children  will  be  well  cared  for  and 

Births  to  Mothers 

Alberta’s  birth  rate  continues  to  decline,  but  remains  above  the 

safe. 

under  Age  18 

national  average. 

Alberta  students  will  excel. 

Educational 

High  school  completion  rate  steady  at  69%,  but  did  not  meet  our 

Attainment 

target  of  75%. 

- 

Albertans  will  be  independent. 

Literacy  and 
Numeracy  Levels 

87%  percent  achieved  the  language  arts  standard.  66%  achieved 
the  mathematics  standard,  below  our  expectations  of  85%. 

it 

Family  Income 
Distribution 

The  percentage  of  families  with  total  income  below  $20,000 
dropped  to  9.1%. 

- 

Albertans  not  expected  to  support 
themselves  fully  will  receive  help. 

Albertans  Needing 
Help 

Measure  under  development. 

PROSPERITY 

it 

Albertans  will  have  a prosperous 
economy. 

Gross  Domestic 
Product 

Three-year  average  GDP  growth  of  6.0%  in  1997  (target  of  4-6%). 

it 

Job  Creation 

44,200  net  new  jobs  created  in  1997. 

it 

Resource  Wealth 

Three-year  average  GDP  growth  of  8.2%  for  resource  industries  in 
1996  (target  of  2-4%). 

Our  workforce  will  be  skilled  and 
productive. 

Skill  Development 

Productivity  increased  to  $69,400  per  employed  person  in  1997, 
exceeding  our  target  of  $65,400. 

— 

Our  businesses  will  capitalize  on  research. 

Adoption  of  New 
Technologies 

Alberta  business  spending  on  R&D  down  slightly  to  6.7%  of 
Canadian  business  R&D  in  1995,  well  below  our  target  of  1 1.0%. 

Alberta  will  have  effective  and  efficient 

Cost  of 

Per  capita  spending  increased  slightly  to  92%  of  the  other  nine 

infrastructure. 

Government 

provinces  average,  but  exceeded  our  target. 

- 

Infrastructure 

Capacity 

New  measure. 

* 

Alberta  will  have  a financially  stable,  open 

Taxation  Load 

Second  lowest  personal  income  tax  rate  after  Ontario,  and  lowest 

and  accountable  government. 

overall  tax  burden. 

it 

Provincial  Credit 
Rating 

Highest  credit  rating  among  Canadian  provinces. 

i> 

Net  Debt 

Net  debt,  excluding  pension  liabilities,  fell  to  $1.1  billion. 

i- 

Alberta  will  have  a fair  and  safe  work 
environment. 

Workplace 

Climate 

Rate  of  person-days  lost  to  disputes  increased  significantly  to  15.6 
in  1997.  Rate  of  person-days  lost  to  injuries  also  increased. 

it 

Alberta  business  will  increase  exports. 

Export  Trade 

International  commodity  exports  increased  to  $33.3  billion  in  1997. 

PRESERVATION 

Alberta  will  be  a safe  place  to  live  and 

Crime  Rate 

Violent  crime  rate  remained  slightly  above  the  Canadian  average. 

raise  families. 

Property  crime  rate  down  by  2.3%  in  1996. 

it 

Serious  Youth 
Crime 

Although  both  violent  and  property  crime  rates  fell,  they  remain 
well  above  the  Canadian  average. 

Alberta’s  natural  resources  will  be 

Resource 

Timber  harvest  below  annual  allowable  cut.  Oil  and  gas  reserves 

sustained. 

Sustainability 

continue  to  decline.  Land  productivity  fell  to  0.87  tonnes/acre. 

- 

The  high  quality  of  Alberta’s  environment 
will  be  maintained. 

Air  Quality 

Target  met  of  no  days  rated  at  poor  or  very  poor  air  quality. 

Water  Quality 

Land  Quality 

River  water  quality  still  generally  fair  to  good.  Unsuitable  for 
recreational  use  downstream  of  Calgary,  Edmonton  and  Lethbridge. 
Land  productivity  declined  to  0.87  tonnes/acre  in  1997. 

— 

Albertans  will  have  the  opportunity  to 
enjoy  the  province’s  natural,  historical  and 
cultural  resources. 

Heritage 

Appreciation 

New  measure. 

- 

Alberta  will  work  with  other  governments 
to  maintain  its  strong  position  in  Canada. 

Intergovernmental 

Relations 

New  measure. 

ft  Improved  performance 

“■  No  significant  change  from  previous  year 

^ Declining  performance 


17 


Looking  ahead 


As  we  look  ahead,  there  is  every  reason  to  be  confident  about 
Alberta’s  future.  We  have  made  good  progress,  we’re  determined  to 
continue  working  with  Albertans  to  improve  our  results,  and  all 
signs  point  to  continuing  strong  growth  in  Alberta’s  economy. 

Budget  ’98  sets  an  agenda  for  opportunity  that  builds  on  our  success 
and  helps  prepare  our  young  people  for  the  opportunities  of 
tomorrow.  It’s  an  agenda  that: 

♦ puts  children  and  young  people  first 

♦ addresses  the  pressures  from  a growing  economy  and  population 

♦ strengthens  our  economic  and  tax  advantages  and 

♦ stays  the  course  on  balanced  budgets  and  debt  repayment. 

Next  year,  we’ll  report  to  Albertans  on  our  success  in  making  that 
agenda  a reality. 


1997-98  Public  Accounts 


Consolidated  Financial  Statements 
of  the  Province  of  Alberta 


PROVINCE  OF  ALBERTA 


CONSOLIDATED  FINANCIAL  STATEMENTS 

OF  THE  PROVINCE  OF  ALBERTA 

FOR  THE  YEAR  ENDED  MARCH  31,  1998 
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Introduction: 

The  financial  statements  in  this  annual  report  of  the  Government  of  Alberta  are  con- 
solidations of  ministry  consolidated  financial  statements,  which  themselves  are  consoli- 
dations of  the  financial  statements  of  departments,  revolving  funds,  regulated  funds, 
Provincial  agencies  and  Crown-controlled  corporations,  for  which  separate  financial  state- 
ments or  summaries  are  presented  in  ministry  annual  reports.  A listing  of  these  organiza- 
tions is  provided  in  Schedule  15  to  the  financial  statements. 

The  method  of  consolidation  is  described  in  the  Accounting  Policies  note  that  forms 
part  of  the  financial  statements. 
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MANAGEMENT’S  RESPONSIBILITY 
FOR  THE 

CONSOLIDATED  FINANCIAL  STATEMENTS 


PUBLIC  ACCOUNTS  1997-98 


Responsibility  for  the  integrity  and  objectivity  of  the  consolidated  financial  statements  of  the  Prov- 
ince of  Alberta  rests  with  the  government.  The  consolidated  financial  statements  are  prepared  by  the 
Controller  under  the  general  direction  of  the  Deputy  Provincial  Treasurer,  as  authorized  by  the  Pro- 
vincial Treasurer  pursuant  to  the  Financial  Administration  Act.  The  consolidated  financial  statements 
are  prepared  in  accordance  with  the  government’s  stated  accounting  policies,  and  of  necessity  include 
some  amounts  that  are  based  on  estimates  and  judgements.  As  required  by  the  Government  Account- 
ability Act,  the  consolidated  financial  statements  are  included  in  the  consolidated  annual  report  of  the 
Government  of  Alberta  that  forms  part  of  the  Public  Accounts. 

To  fulfill  its  accounting  and  reporting  responsibilities,  the  government  maintains  systems  of  financial 
management  and  internal  control  which  give  consideration  to  costs,  benefits  and  risks,  and  which  are 
designed  to: 

• provide  reasonable  assurance  that  transactions  are  properly  authorized,  executed  in  accordance 
with  prescribed  legislation  and  regulations,  and  properly  recorded  so  as  to  maintain  accountability 
for  public  money,  and 

• safeguard  the  assets  and  properties  of  the  Province  of  Alberta  under  government  administration. 
Under  the  Financial  Administration  Act,  deputy  heads  are  responsible  for  the  collection  of  revenue 
payable  to  the  Crown,  and  for  making  and  controlling  disbursements  with  respect  to  their  depart- 
ments. They  are  also  responsible  for  prescribing  the  accounting  systems  to  be  used  in  their  depart- 
ments. In  order  to  meet  government  accounting  and  reporting  requirements,  the  Controller  obtains 
information  relating  to  departments,  Provincial  agencies,  and  Crown-controlled  corporations  from 
ministries  as  necessary. 

The  consolidated  financial  statements  are  reviewed  by  the  Audit  Committee  established  under  the 
Auditor  General  Act.  Under  the  Balanced  Budget  and  Debt  Retirement  Act,  the  Audit  Committee 
must  report  publicly  to  the  Lieutenant  Governor  in  Council  on  the  progress  made  by  the  government 
towards  reducing  Crown  debt.  The  Audit  Committee  advises  the  Lieutenant  Governor  in  Council  on 
the  scope  and  results  of  the  Auditor  General’s  audit  of  the  government. 

The  Auditor  General  of  Alberta  provides  an  independent  opinion  on  the  consolidated  financial  state- 
ments prepared  by  the  government.  The  duties  of  the  Auditor  General  in  that  respect  are  contained  in 
the  Auditor  General  Act. 

Annually,  the  consolidated  annual  report  is  tabled  in  the  Legislature  as  a part  of  the  Public  Accounts, 
and  is  referred  to  the  Standing  Committee  on  Public  Accounts  of  the  Legislative  Assembly. 


Approved  on  behalf  of  the  Treasury  Department: 

A.  D.  O’Brien 
Deputy  Provincial  Treasurer 

J.  D.  Peters 
Controller 

Edmonton,  Alberta 
June  17,  1998 
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PROVINCE  OF  ALBERTA 
CONSOLIDATED  FINANCIAL  STATEMENTS 
MARCH  31,  1998 


AUDITOR’S  REPORT 


To  the  Members  of  the 
Legislative  Assembly 

I have  audited  the  consolidated  statements  of  financial  position  and  capital  assets  of  the  Province  of 
Alberta  as  at  March  3 1 , 1998  and  the  consolidated  statements  of  operations  and  changes  in  financial 
position  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  Treasury  Depart- 
ment management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial  state- 
ments are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence  sup- 
porting the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  and  capital  assets  of  the  Province  of  Alberta  as  at  March  31, 1998  and  the  results  of 
its  operations  and  the  changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  the 
disclosed  basis  of  accounting  as  described  in  Note  1 to  the  consolidated  financial  statements. 


FCA 

Auditor  General 


Edmonton,  Alberta 
June  17,  1998 
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PUBLIC  ACCOUNTS  1997-98 


PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  MARCH  3 1,  1998 

In  millions 

1998 1997 


Budget 

(Note  8)  Actual  Actual 


Revenues  (Schedule  1): 

Income  taxes 

$ 4,962 

$ 5,725 

$4,852 

Other  taxes 

2,293 

2,431 

2,326 

Non-renewable  resource  revenue 

2,716 

3,778 

4,034 

Investment  income 

1,465 

1,747 

1,612 

Transfers  from  Government  of  Canada 

1,339 

1,183 

1,350 

Fees,  permits  and  licences 

1,188 

1,282 

1,301 

Net  income  from  commercial  operations 

386 

501 

264 

Other 

951 

1,107 

1,009 

Cushion  (Note  8) 

(590) 

- 

- 

14,710 

17,754 

16,748 

Expenses  (Schedule  2): 

Health 

4,108 

4,341 

3,951 

Education 

4,024 

4,108 

3,762 

Social  services 

1,544 

1,564 

1,511 

Agriculture  and  economic  development 

706 

696 

675 

Regional  planning  and  development 

631 

647 

653 

Transportation  and  utilities 

520 

608 

583 

Protection  of  persons  and  property 

464 

483 

451 

Environment  and  resource  conservation 

371 

397 

407 

Recreation  and  culture 

163 

135 

174 

Housing 

100 

106 

103 

General  government 

602 

620 

549 

Debt  servicing  costs 

1,198 

1,183 

1,329 

Valuation  adjustments  (Schedule  3) 

192 

116 

(260) 

14,623 

15,004 

13,888 

Excess  of  revenues  over  expenses 

87 

2,750 

2,860 

Net  change  in  capital  assets  affecting  operations 

(Schedule  4) 

3 

(20) 

38 

Surplus  for  the  year 

$ 90 

$2,730 

$ 2,898 

Surplus  for  purposes  of  the  Balanced  Budget  and 

Debt  Retirement  Act  (Note  2): 

Surplus  for  the  year 

$ 90 

$2,730 

$2,898 

Add  (deduct)  pension  provisions  included  in  valuation  adjustments 

65 

(91) 

(371) 

Surplus  for  purposes  of  the  Balanced  Budget  and  Debt  Retirement  Act 

$ 155 

$2,639 

$ 2,527 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 
MARCH  31,  1998 


In  millions 

1998  1997 


Financial  assets: 

Cash  and  marketable  securities  (Schedule  5) 

$ 1,386 

$ 1,137 

Accounts  and  accrued  interest  receivable 

1,780 

1,939 

Portfolio  investments  (Schedule  6) 

11,273 

10,133 

Equity  in  commercial  enterprises  (Schedule  7) 

135 

19 

Loans  and  advances (Schedule  8) 

5,659 

6,541 

Inventories  held  for  resale  (Schedule  9) 

135 

148 

20,368 

19,917 

Liabilities: 

Accounts  and  accrued  interest  payable 

2,320 

1,948 

Accumulated  debt  (Schedule  1 0) 

13,268 

15,356 

Debt  of  Alberta  Municipal  Financing  Corporation  (Schedule  1 1) 

4,028 

4,202 

Pension  obligations  (Schedule  12) 

4,890 

4,981 

Other  accrued  liabilities  (Schedule  13) 

1,510 

1,825 

Restricted  equity  in  Alberta  Municipal  Financing  Corporation  (Schedule  1 1) 

331 

314 

26,347 

28,626 

Net  debt 

$ 5,979 

$ 8,709 

Net  debt  at  beginning  of  year: 

As  previously  reported 

$ 8,677 

$ 11,575 

Adjustments  to  reflect  changes  in  accounting  policy  (Note  1 (d)) 

32 

32 

As  restated 

8,709 

1 1,607 

Surplus  for  the  year 

2,730 

2,898 

Net  debt  at  end  of  year 

$ 5,979 

$ 8,709 

Crown  debt  for  purposes  of  the  Balanced  Budget 

and  Debt  Retirement  Act  (Note  2): 

Net  debt  at  end  of  year 

$ 5,979 

S 8,709 

Less  pension  obligations 

4,890 

4,981 

Crown  debt 

$ 1,089 

S 3,728 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  3 1,  1998 

In  millions 


1998  1997 

Operating  transactions: 

Surplus  for  the  year  $ 2,730  $ 2,898 

Non-cash  items  included  in  surplus,  net  93  259 

2,823  3,157 

Change  in  restricted  equity  in  Alberta  Municipal  Financing  Corporation  16  (38) 

Other,  net  149  (449) 

Cash  provided  by  operating  transactions  2,988  2,670 


Investing  transactions: 

Proceeds  from  disposals,  repayments  and  redemptions 

of  portfolio  investments  12,997  1,940 

Repayment  of  loans  and  advances  1,129  1,034 

Portfolio  investments  (14,089)  (2,301) 

Loans  and  advances  (280)  (281) 

Other,  net  (15)  31 

Cash  provided  by  (applied  to)  investing  transactions  (258)  423 


Financing  transactions: 

Debt  issues  13,694  17,995 

Debt  retirement  (16,175)  (20,893) 

Cash  applied  to  financing  transactions  (2,481)  (2,898) 

Increase  in  cash  and  marketable  securities  249  195 

Cash  and  marketable  securities  at  beginning  of  year  1,137  942 

Cash  and  marketable  securities  at  end  of  year  $ 1,386  $ 1,137 


The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 


PROVINCE  OF  ALBERTA 

CONSOLIDATED  STATEMENT  OF  CAPITAL  ASSETS 
MARCH  31,  1998 

In  millions 


1998  1997 

Net  book  values  by  category  (Note  5): 

General  capital  assets: 

Land  $ 1,048  $ 1,015 

Buildings  1,945  2,083 

Equipment  63  98 

Computer  hardware  and  software  106  103 

Other  80  57_ 

3.242  3,356 

Infrastructure  assets: 

Land  improvements  100  109 

Provincial  highways,  roads  and  airstrips  2,776  2,750 

Bridges  316  308 

Dams  and  water  management  structures  781  769 

3,973  3,936 

$ 7,215  $ 7,292 


The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1998 

Note  1 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  are  prepared  in  accordance  with  the  following  accounting  policies.  The 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  of  the  Canadian  Institute  of  Chartered 
Accountants  are  the  primary  source  for  the  disclosed  basis  of  accounting.  Recommendations  of  the  Accounting 
Standards  Board  of  the  Canadian  Institute  of  Chartered  Accountants,  other  authoritative  pronouncements, 
accounting  literature,  and  published  financial  statements  relating  to  either  the  public  sector  or  analogous  situations 
in  the  private  sector  are  used  to  supplement  the  recommendations  of  the  Public  Sector  Accounting  and  Auditing 
Board  where  it  is  considered  appropriate. 

(a)  Reporting  Entity 

These  financial  statements  include  the  accounts  of  all  government  entities  including  the  Offices  of  the 
Legislative  Assembly,  departments,  revolving  funds,  the  Alberta  Heritage  Savings  Trust  Fund,  and  other 
regulated  funds.  Provincial  agencies  and  Crown-controlled  corporations.  A listing  of  these  organizations  is 
provided  in  Schedule  15.  Accountable  organizations  such  as  universities,  public  colleges,  technical 
institutes,  regional  health  authorities  and  school  boards  are  not  included  in  the  consolidated  financial 
statements. 

(b)  Method  of  Consolidation 

The  accounts  of  the  Offices  of  the  Legislative  Assembly,  departments,  revolving  funds,  regulated  funds  and 
Provincial  agencies,  except  those  designated  as  commercial  enterprises,  are  consolidated  after  adjusting 
them  to  a basis  consistent  with  the  accounting  policies  described  below  in  (c).  Revenue  and  expenditure 
transactions,  investing  and  financing  transactions,  and  related  asset  and  liability  accounts  between 
consolidated  entities  have  been  eliminated. 

The  accounts  of  Crown-controlled  corporations  and  Provincial  agencies  designated  as  commercial 
enterprises  are  reported  on  an  equity  basis,  the  equity  being  computed  in  accordance  with  generally  accepted 
accounting  principles. 

The  reporting  period  of  some  Provincial  agencies  is  other  than  March  3 1 . Transactions  of  these  agencies  that 
have  occurred  during  the  period  to  March  31,  1998  and  that  significantly  affect  the  consolidation  have  been 
recorded. 

(c)  Basis  of  Financial  Reporting 
Reporting  the  Results  of  Operations 

The  consolidated  statement  of  operations  reports  revenues  of  the  year,  including  proceeds  from  disposal  of 
capital  assets,  the  cost  of  capital  assets  consumed  during  the  year,  (i.e.,  amortization  of  capital  assets),  and  the 
excess  of  revenues  over  expenses.  The  intermediate  result  of  operations  is  then  adjusted  within  the 
consolidated  statement  of  operations  for  the  difference  between  the  cost  of  capital  assets  consumed  and  the 
cost  of  capital  assets  acquired  during  the  year.  Losses  on  disposal  and  write-downs  of  capital  assets  do  not 
affect  expenses  for  the  year.  The  final  result  of  operations  is  the  surplus  for  the  year  which  is  applied  to  reduce 
net  debt. 

Revenues 

All  revenues  are  reported  using  the  accrual  basis  of  accounting.  Cash  received  for  which  goods  or  services 
have  not  been  provided  by  year  end  is  recorded  as  unearned  revenue. 

Expenses 

Expenses  represent  the  cost  of  resources  consumed  during  the  year  on  government  operations.  Expenses 
include  provisions  for  amortization  of  acquired  capital  property  and  expenses  incurred  in  accordance  with 
the  conditions  of  approved  grant  programs,  including  grants  for  capital  purposes. 

Pension  costs  comprise:  the  cost  of  pension  benefits  earned  by  employees  during  the  year;  interest  on  the 
Province's  share  of  the  unfunded  pension  liability;  the  amortization  of  deferred  adjustments  over  the 
expected  average  remaining  service  life  of  employees  which  relate  to  the  long  term;  adjustments  to  the 
pension  obligation  recognized  immediately  if  there  is  reasonable  assurance  that  a gain  or  loss  has  been 
realized;  and  the  effect  of  the  change  in  the  ratio  used  to  allocate  the  plan's  total  unfunded  liability  to 
participating  entities. 

Pension  costs  which  are  funded  are  included  in  expenses  by  function  and  costs  which  have  not  been  funded 
are  recorded  on  the  statement  of  operations  as  a valuation  adjustment  to  the  pension  obligation. 

Valuation  adjustments  also  include  obligations  under  guarantees  and  indemnities  which  are  charged  to 
valuation  adjustments  when  management  determines  that  the  Province  will  likely  be  called  upon  to  make 
payment.  The  charge  represents  management’s  estimate  of  future  payments  less  recoveries. 

Any  adjustments  to  the  Province's  obligations  to  provide  funding  from  future  appropriations  to  school  boards 
to  enable  them  to  repay  the  principal  portion  of  debentures  issued  by  school  boards  to  the  Alberta  Municipal 
Financing  Corporation  are  charged  or  credited  to  valuation  adjustments. 
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The  estimated  increase  or  decrease  for  the  year  in  accrued  employee  vacation  entitlements  and  long-term 
disability  benefits  is  also  charged  or  credited  to  valuation  adjustments. 

No  provision  is  made  in  the  financial  statements  for  commitments,  details  of  which  are  disclosed  in  Note  4. 

Net  Change  in  Capital  Assets  Affecting  Operations 

The  net  change  in  capital  assets  affecting  operations  accounts  for  the  inclusion  of  the  cost  of  capital  assets 
acquired  during  the  year,  and  the  exclusion  of  the  annual  amortization  provision. 

Financial  Assets 

Financial  assets  are  limited  to  financial  claims  on  outside  organizations  and  individuals  and  inventories  held 
for  resale  at  the  year  end. 

Marketable  securities,  which  are  temporary  investments,  are  valued  at  cost  or  fair  value,  whichever  is  lower, 
on  an  aggregate  basis. 

Portfolio  investments,  which  are  investments  to  provide  income  for  the  long  term,  are  carried  at  cost. 
Realized  gains  and  losses  on  disposals  of  these  investments  are  included  in  the  determination  of  the  surplus 
for  the  year. 

Loans  are  recorded  at  cost  less  any  unearned  income  and  allowance  for  credit  loss.  Discounts  recorded  as  the 
result  of  interest  rate  reductions  given  on  loans  to  local  authorities  are  amortized  to  investment  income  over 
the  term  of  the  loans. 

Where  there  has  been  a loss  in  value  of  an  investment  that  is  other  than  a temporary  decline,  the  investment  is 
written  down  to  recognize  the  loss.  The  written  down  value  is  deemed  to  be  the  new  cost. 

Real  estate  held  for  resale  is  valued  at  the  lower  of  cost  and  net  realizable  value,  on  an  aggregate  basis. 
Inventories  representing  the  Province's  share  of  royalty  oil  in  feeder  and  trunk  pipelines  are  stated  at  actual 
net  realizable  value.  Other  inventories  are  valued  at  the  lower  of  cost,  determined  on  a first-in,  first-out  basis, 
and  estimated  net  realizable  value. 

Liabilities 

Liabilities  include  all  financial  claims  payable  by  the  Province  at  the  year  end. 

Debentures  included  in  accumulated  debt  are  recorded  at  the  face  amount  of  the  issue  less  unamortized 
discount,  which  includes  issue  expenses  and  hedging  costs. 

Income  or  expense  on  interest  rate  swaps  and  forward  interest  rate  agreements  used  to  manage  interest  rate 
exposure  are  recorded  as  an  adjustment  to  debt  servicing  costs.  The  exchange  gain  or  loss  on  the  foreign 
exchange  contracts  used  to  manage  currency  exposure  is  deferred  and  amortized  over  the  life  of  the  contract. 

Liabilities  also  include  the  following: 

• estimates  of  the  present  value  of  the  Province's  obligations  for  future  pension  contributions  and/or 
benefits  under  defined  benefit  pension  plans  for  provincial  and  other  public  sector  employees,  and 
certain  Members  of  the  Legislative  Assembly,  including  deferred  adjustments  arising  from  experience 
gains  and  losses  and  changes  in  actuarial  assumptions  identified  by  new  actuarial  valuations, 

• the  Province'sjobligation  to  provide  funding  to  school  boards  from  future  appropriations  to  enable  them 
to  repay  the  principal  portion  of  debentures  issued  by  school  boards  to  the  Alberta  Municipal  Financing 
Corporation,  and 

• accrued  employee  vacation  entitlements,  and  long-term  disability  benefits  to  the  extent  the  Province  has 
any  obligation  for  future  funding. 

Foreign  Currency 

Foreign  currency  transactions  are  translated  into  Canadian  dollars  using  average  rates  of  exchange,  except 
for  hedged  foreign  currency  transactions  which  are  translated  at  rates  of  exchange  established  by  the  terms  of 
the  forward  exchange  contracts.  Exchange  differences  on  unhedged  transactions  are  included  in  the 
determination  of  the  surplus  for  the  year. 

Measurement  Uncertainty 

Estimates  are  used  in  accruing  revenues  and  expenses  in  circumstances  where  the  actual  accrued  revenues 
and  expenses  are  unknown  at  the  time  the  financial  statements  are  prepared.  Uncertainty  in  the  determination 
of  the  amount  at  which  an  item  is  recognized  in  financial  statements  is  known  as  measurement  uncertainty. 
Such  uncertainty  exists  when  there  is  a variance  between  the  recognized  amount  and  another  reasonably 
possible  amount,  as  there  is  whenever  estimates  are  used. 

Measurement  uncertainty  that  is  material  to  these  financial  statements  exists  in  the  accrual  of  personal  and 
corporate  income  taxes,  royalties  derived  from  non-renewable  resources  and  provisions  for  pensions  and 
loans  and  advances.  The  nature  of  the  uncertainty  in  these  items  arises  from  several  factors  such  as  the  effect 
on  accrued  taxes  of  the  verification  of  taxable  income;  the  effect  on  accrued  royalties  of  the  receipt  of  revised 
production  data  and  reassessments;  the  effect  on  accrued  pension  obligations  of  actual  experience  compared 
to  assumptions;  and  the  effect  on  loans  and  advances  of  actual  collectibility  and  changes  in  economic 
conditions. 
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While  best  estimates  have  been  used  for  reporting  items  subject  to  measurement  uncertainty,  management 
considers  that  it  is  possible,  based  on  existing  knowledge,  that  changes  in  future  conditions  in  the  near  term 
could  require  a material  change  in  the  recognized  amounts.  Near  term  is  defined  as  a period  of  time  not  to 
exceed  one  year  from  the  date  of  the  financial  statements. 

Capital  Assets 

Capital  assets  are  not  included  in  the  Province's  financial  position  but  are  reported  in  a separate  statement  of 
capital  assets  with  additional  disclosure  in  Note  5. 

Capital  assets  are  restricted  to  capital  assets  the  Province  acquired  for  cash  or  for  other  assets.  Assets 
acquired  by  right,  such  as  Crown  lands,  forests,  water  and  mineral  resources,  are  not  included.  In  addition, 
assets  paid  for  by  other  parties,  such  as  the  federal  government,  are  excluded.  Capital  assets  of  commercial 
enterprises  or  Crown-controlled  corporations  which  are  included  in  the  consolidated  financial  statements  on 
the  equity  basis  are  also  excluded. 

The  historical  cost  of  capital  assets  is  estimated  and  amortization  is  calculated  on  a straight  line  basis  over  the 
periods  expected  to  benefit  from  their  use,  and  the  annual  amortization  is  included  in  the  expenses  reported  in 
the  consolidated  statement  of  operations.  The  annual  amortization  of  the  costs  of  capital  assets  is  allocated  to 
the  functions  of  the  government  that  employ  those  assets. 

(d)  Changes  in  Accounting  Policy 

Effective  April  1 , 1 996,  the  Province  has  adopted  the  accrual  basis  of  accounting  for  corporate  income  tax, 
freehold  mineral  rights  tax,  land  rentals  and  fees,  and  vehicle  and  operator  licences.  Accounts  receivable  has 
increased  by  $229  million  (1997  $232  million),  accounts  payable  has  increased  by  $257  million  (1997  $264 
million),  and  net  debt  has  increased  by  $28  million  (1997  $32  million)  as  a result  of  these  changes. 

Note  2 Balanced  Budget  and  Debt  Retirement  Act 

During  1 997-98,  the  Province  complied  with  the  Balanced  Budget  and  Debt  Retirement  Act  (the  Act). 

The  Act  requires  that  expenditures  during  a fiscal  year  must  not  be  more  than  revenue  and,  during  1997-98, 
expenditures  were  not  more  than  revenue. 

The  Act  also  requires  the  Provincial  Treasurer  to  include  the  amount  by  which  Crown  debt  is  reduced  in  a fiscal 
year  in  the  Public  Accounts  in  respect  of  that  year.  Crown  debt  is  defined  in  the  Act  as  the  difference  between  the 
financial  assets  of  the  Crown  and  the  liabilities  of  the  Crown,  not  including  any  liabilities  respecting  pensions. 
During  1997-98,  Crown  debt  was  reduced  by  $2,639  million  (1997  $2,527  million). 

Note  3 Risk  Management 

(a)  Liability  Management 

The  objective  of  the  Province's  liability  management  program  is  to  achieve  the  lowest  cost  on  debt  within  an 
acceptable  degree  of  variability  of  debt  servicing  costs.  In  order  to  achieve  this  objective,  the  Province 
manages  four  risks  - interest  rate  risk,  currency  exchange  risk,  credit  risk,  and  refunding  risk.  The  Province 
manages  these  four  risks  within  approved  policy  guidelines.  The  management  of  these  risks  and  the  policy 
guidelines  apply  to  the  Province's  direct  debt,  excluding  debt  raised  to  fund  requirements  of  provincial 
corporations.  Debt  of  provincial  corporations  is  managed  separately  in  relation  to  each  corporation's  assets. 

The  policy  guideline  for  interest  rate  risk  is  that  floating  rate  debt  should  be  between  38  per  cent  and  50  per 
cent  of  direct  debt.  The  policy  guideline  for  currency  exchange  risk  is  that  unhedged  U.S.  dollar  debt  should 
be  between  32  per  cent  and  35  per  cent  of  direct  debt,  with  no  exposure  to  currencies  other  than  to  Canadian 
and  United  States  dollars.  In  February  1998,  a temporary  exception  to  the  32-35  per  cent  U.S.  dollar  exposure 
was  approved,  where  the  absolute  amount  of  U.S.  dollar  debt  is  to  be  maintained  at  no  more  than  U.S.  $3,322 
billion,  until  a new  guideline  is  developed. 

Credit  risk  relating  to  swaps  is  minimal  as  management  deals  only  with  the  most  credit  worthy 
counterparties.  The  policy  guideline  for  refunding  risk  is  that  term  debt  maturities  should  not  exceed  $3.5 
billion  in  any  fiscal  year,  excluding  early  redemption  of  Alberta  Capital  Bonds  and  Alberta  Savings 
Certificates. 

These  policies  were  complied  with  during  the  year. 

(b)  Asset  Management 

The  majority  of  the  Province's  portfolio  investments  are  in  the  Alberta  Heritage  Savings  Trust  Fund 
(Heritage  Fund). 

The  Heritage  Fund  is  comprised  of  two  portfolios.  The  Endowment  Portfolio  has  the  objective  of 
maximizing  long-term  financial  returns.  The  portfolio  is  comprised  of  35  per  cent  to  55  per  cent  fixed 
income  instruments  and  45  per  cent  to  65  per  cent  equities.  The  Transition  Portfolio  has  the  objective  of 
providing  income  support  to  the  government’s  fiscal  plan  over  the  short  term  to  medium  term.  The  portfolio 
consists  mainly  of  Canadian  fixed  income  securities. 

The  investments  in  the  Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund  and  the  Alberta 
Heritage  Scholarship  Fund  are  managed  to  preserve  the  capital  of  the  funds  over  time  and  to  provide  an 
annual  level  of  income  for  grants.  Alberta  Municipal  Financing  Corporation's  sinking  fund  is  managed  to 
repay  maturing  debt  of  the  corporation. 
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Note  4 Commitments  and  Contingencies 

Set  out  below  are  details  of  commitments  to  outside  organizations  and  individuals  and  contingencies  resulting 
from  guarantees,  indemnities  and  litigation,  other  than  those  reported  as  liabilities  and  shown  in  Schedule  13. 

Management  considers  that  the  contingencies  will  not  result  in  any  material  adverse  effect  on  the  Province.  Any 
losses  arising  from  the  settlement  of  contingencies  are  treated  as  current  year  expenses. 

(a)  Alberta-Metis  Settlements  Accord 

The  Metis  Settlements  Accord  Implementation  Act  was  proclaimed  on  November  1,  1990.  This  Act 
implements  the  Alberta-Metis  Settlements  Accord  signed  on  July  1 , 1 989  which  provides  that  $3 1 0 million  is 
to  be  paid  by  the  Province  at  $30  million  a year  for  seven  years  beginning  April  1,  1990,  followed  by  ten 
annual  payments  of  $10  million  beginning  April  1,  1997.  Payments  of  $90  million  (1997  $100  million) 
remain  to  be  made  by  the  Province  at  March  31,1 998.  Certain  matching  payments  will  also  be  required  to  be 
made  to  settlement  councils  under  the  Act  between  1998  and  2007. 

(b)  Royalty  Paid  Natural  Gas 

The  Province  is  committed  to  reduce  future  royalties  on  reproduction  of  royalty  paid  natural  gas  and  by- 
products injected  into  underground  reservoirs  prior  to  January  1 , 1 994.  At  March  31,1 998,  the  commitment 
was  estimated  at  $121  million  (1997  $180  million).  Under  the  Natural  Gas  Royalty  Regulation,  the 
commitment  has  to  be  discharged  by  December  31,1 999. 

(c)  Other  Commitments 

In  millions 


1998  1997 


Obligations  under  long-term  leases, 

contracts  and  programs  $ 1 ,680  $ 1 ,466 

Loans  and  advances  approved  and  undisbursed  30  32 

$ 1,710  $ 1,498 


Estimated  payment  requirements  for  each  of  the  next  five  years  are  as  follows: 


1998-99 

$521  million 

1999-2000 

$282  million 

2000-01 

$226  million 

2001-02 

$ 75  million 

2002-03 

$ 36  million 

The  government  has  various  commitments  relating  to  the  devolution  of  services  or  disposition  of  assets  to  the 
private  sector.  Those  commitments  include  the  performance  of  duties  and  obligations  if  the  private  sector 
organization  fails  to  meet  them.  Management  is  of  the  opinion  that  any  resulting  costs  would  not  materially 
affect  the  financial  position  of  the  Province. 

(d)  Guarantees  and  Indemnities 

Guarantees  and  indemnities  amounting  to  $842  million  ( 1 997  $ 1 ,323  million)  are  analyzed  in  Schedule  1 4. 

(e)  Contingencies  of  Commercial  Enterprises 

The  Credit  Union  Deposit  Guarantee  Corporation  has  a potential  liability  under  guarantees  relating  to 
deposits  of  credit  unions.  At  December  31,  1997  credit  unions  in  Alberta  held  deposits  totalling  $4,424 
million  (1996  $4,21 1 million),  and  had  assets  in  excess  of  deposits. 

At  March  31,1 998,  Alberta  Treasury  Branches  had  a potential  liability  under  guarantees  and  letters  of  credit 
amounting  to  $412  million  (1997  $418  million). 

N . A.  Properties  ( 1 994)  Ltd.  has  provided  guarantees  of  principal  and  interest  on  mortgages  sold  to  Canadian 
Western  Bank.  The  principal  and  interest  on  these  mortgages  totalled  $48  million  at  March  31,  1998  (1997 
$55  million). 

(f)  Legal  Actions 

The  Province  has  a contingent  liability  in  respect  of  24  claims  (1997  24  claims)  by  Indian  Nations  and  Indian 
Bands  concerning  aboriginal  rights,  Indian  title  and  Treaty  rights.  In  most  cases,  these  claims  have  been  filed 
jointly  against  the  Province  of  Alberta,  Government  of  Canada  and  specified  third  parties.  Fourteen  of  these 
claims  have  specified  amounts  totalling  $65,875  million  (1997  $65,875  million)  and  the  other  ten  have  not 
specified  any  amount.  At  this  time  the  outcome  of  these  claims  is  not  determinable. 

The  Province  has  a contingent  liability  in  respect  of  714  claims  (1997  703  claims)  relating  to  decisions  made 
by  the  Eugenics  Board  of  Alberta  pursuant  to  the  Sexual  Sterilization  Act  of  1928,  which  was  repealed  in 
1972.  Statements  of  claim  aggregating  $793  million  (1997  $764  million)  have  been  received  in  connection 
with  these  matters. 


At  March  31,1 998  the  Province  was  named  as  defendant  in  various  legal  actions  in  addition  to  those  noted 
above.  The  total  claimed  in  specific  legal  actions  amounts  to  approximately  $1,814  million  (1997  $2,064 
million). 
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Accruals  have  been  made  in  specific  instances  where  it  is  probable  that  liabilities  will  be  incurred  and  where 
such  liabilities  can  be  reasonably  estimated.  The  resulting  loss,  if  any,  from  claims  in  excess  of  the  amounts 
accrued  cannot  be  determined. 


Note  5 Capital  Assets 

As  capital  assets  are  not  included  in  the  Province's  financial  position,  the  following  information  is  provided  to 
supplement  the  statement  of  capital  assets. 

Capital  assets  held  and  available  for  use  at  the  end  of  the  year  are  shown  below  by  type  of  asset. 

In  millions 


Estimated 
Useful  Life 

1998 

1997 

Cost 

Accumulated 

Amortization 

Net  Book 
Value 

Net  Book 
Value 

General  capital  assets: 

Land 

Indefinite 

$ 1,048 

$ - 

$ 1,048 

$ 1,015 

Buildings 

40  years 

3,001 

1,056 

1,945 

2,083 

Equipment 

3-10  years 

189 

126 

63 

98 

Computer  hardware 

and  software 

5-10  years 

311 

205 

106 

103 

Other 

20-50  years 

178 

98 

80 

57 

4,727 

1,485 

3,242 

3,356 

Infrastructure  assets: 

Land  improvements 

1 0-40  years 

198 

98 

100 

109 

Provincial  highways, 

roads  and  airstrips 

50  years 

4,249 

1,473 

. 2,776 

2,750 

Bridges 

50  years 

453 

137 

316 

308 

Dams  and  water 

management  structures 

25-100  years 

923 

142 

781 

769 

5,823 

1,850 

3,973 

3,936 

$ 10,550 

$ 3,335 

$ 7,215 

$ 7,292 

Land  includes  land  acquired  for  parks  and  recreation,  building  sites,  infrastructure  and  other  program  use.  It  does 
not  include  land  held  for  resale  or  Crown  lands  acquired  by  right. 

Equipment  includes  vehicles,  heavy  equipment,  fire  protection  equipment,  office  equipment  and  furniture,  and 
other  equipment. 

Other  capital  assets  include  leasehold  improvements  (amortized  over  the  life  of  the  lease),  rail  cars  and  trailers. 
Land  improvements  include  parks  development  and  grazing  reserves. 

Provincial  highways  and  roads  consist  of  original  pavement,  roadbed,  drainage  works  and  traffic  control  devices. 
Secondary  highways  are  not  included  because  they  are  controlled  and  managed  by  municipalities. 

Dams  and  water  management  structures  include  dams,  reservoirs,  weirs,  canals,  dikes,  ditches,  channels, 
diversions,  cut-offs,  pump  houses  and  erosion  protection  structures. 

Changes  to  capital  assets  were  as  follows: 


In  millions 

1998  1997 


Net  book  value  at  beginning  of  year 

$ 7,292 

$7,411 

Capital  assets  acquired 

250 

197 

Amortization  provision 

(230) 

(235) 

Disposals  and  write-downs 

(97) 

(81) 

Net  book  value  at  end  of  year 

$7,215 

$ 7,292 

Note  6 Valuation  of  Financial  Assets  and  Liabilities 

Fair  value  is  the  amount  of  consideration  agreed  upon  in  an  arm’s  length  transaction  between  knowledgeable, 
willing  parties  who  are  under  no  compulsion  to  act. 

The  fair  values  of  cash  and  cash  equivalents,  accrued  interest,  receivables  and  payables,  are  estimated  to 
approximate  their  book  values. 

Fair  values  of  loans  and  advances  are  not  reported  due  to  there  being  no  organized  financial  market  for  the 
instruments  and  it  is  not  practicable  within  constraints  of  timeliness  or  cost  to  estimate  the  fair  values  with 
sufficient  reliability. 
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The  fair  value  of  accumulated  debt  and  debt  of  the  Alberta  Municipal  Financing  Corporation  is  an  approximation  of 
its  fair  value  to  the  holder. 

The  methods  used  to  determine  the  fair  values  of  marketable  securities  and  portfolio  investments  are  explained  in  the 
following  paragraphs. 

Public  fixed-income  securities  and  equities  are  valued  at  the  year-end  closing  sale  price,  or  the  average  of  the 
latest  bid  and  ask  prices  quoted  by  an  independent  securities  valuation  company. 

Mortgages  and  certain  non-public  provincial  debentures  are  valued  based  on  the  net  present  value  of  future 
cash  flows.  These  cash  flows  are  discounted  using  appropriate  interest  rate  premiums  over  similar  Government 
of  Canada  benchmark  bonds  trading  in  the  market. 

The  fair  value  of  private  equities  is  estimated  by  management. 

Real  estate  investments  are  reported  at  their  most  recent  appraised  value,  net  of  any  liabilities  against  the  real 
property.  Real  estate  properties  are  appraised  at  least  every  three  years  by  qualified  external  real  estate 
appraisers. 

At  the  year  end,  the  fair  value  of  investments  and  any  other  assets  and  liabilities  denominated  in  a foreign  currency 
are  translated  at  the  year  end  exchange  rate. 

Note  7 Trust  Funds  Under  Administration 

Trust  funds  under  administration  are  regulated  and  other  funds  consisting  of  public  money  over  which  the 
Legislature  has  no  power  of  appropriation.  Because  the  Province  has  no  equity  in  the  funds  and  administers  them  for 
the  purposes  of  various  trusts,  they  are  not  included  in  the  consolidated  financial  statements. 

At  March  31,  1998,  trust  funds  under  administration  were  as  follows: 


In  millions 

1998  1997 


Public  Sector  Pension  Plan  Funds 

$ 14,843 

$ 12,505 

The  Workers'  Compensation  Board  Accident  Fund 

2,910 

2,306 

Teachers'  Pension  Plan  Funds 

1,447 

1,337 

Public  Trustee 

309 

305 

Regional  Health  Authorities  and  various  health 
institutions  construction  accounts 

103 

76 

Special  Areas  T rust  Account 

60 

55 

Various  Courts  and  Sheriffs'  Offices 

39 

45 

Miscellaneous  trust  funds 

308 

142 

$20,019 

$ 16,771 

Note  8 Budget 

The  budget  figures  were  derived  from  Budget  ’97  Post-Election  Update  tabled  in  the  Legislature  on  April  21,  1997. 
As  required  by  the  Balanced  Budget  and  Debt  Retirement  Act,  budgeted  revenue  is  reduced  by  a cushion  for 
corporate  income  tax  and  resource  revenue.  The  budget  figures  have  been  restated  to  a basis  consistent  with  that  used 
for  actual  results  reported  on  the  consolidated  statement  of  operations.  In  order  to  convert  the  consolidation  of 
Alberta  Municipal  Financing  Corporation’s  budget  from  an  equity  to  a line-by-line  basis,  the  restatement  increases 
both  the  investment  income  and  regional  planning  and  development  expense  budgets  by  $496  million.  To  report 
recoveries  from  the  federal  government  for  social  housing  at  gross  amounts,  the  restatement  increases  the  transfers 
from  Government  of  Canada  budget  by  $71  million,  other  revenue  budget  by  $3  million  and  debt  servicing  costs 
budget  by  $74  million.  To  report  the  bad  debt  provision  for  uncollectible  health  care  insurance  premiums  as  an 
expense,  the  restatement  increases  both  the  health  care  insurance  premiums  and  valuation  adjustments  budgets  by 
$28  million. 

Note  9 Uncertainty  Due  to  the  Year  2000 

The  year  2000  issue  is  the  result  of  some  computer  programs  being  written  using  two  digits  rather  than  four  to  define 
the  applicable  year.  Government  computer  programs  that  have  date  sensitive  software  may  recognize  a date  using 
“00”  as  the  year  1900  rather  than  the  year  2000,  which  could  result  in  miscalculations  or  system  failures.  In  addition, 
similar  problems  may  arise  in  some  systems  if  certain  dates  in  1999  are  not  recognized  as  a valid  date  or  are 
recognized  to  represent  something  other  than  a date.  The  effects  of  the  year  2000  issue  may  be  experienced  before, 
on,  or  after  January  1 , 2000.  If  not  addressed,  the  effect  on  operations  and  financial  reporting  may  range  from  minor 
errors  to  significant  systems  failure  that  could  affect  the  ability  to  conduct  some  government  operations. 

The  government  is  currently  working  to  resolve  the  potential  effect  of  the  year  2000  on  the  processing  of  date 
sensitive  information  by  the  government’s  computerized  information  systems  in  a timely  manner.  The  costs  of 
addressing  potential  problems  by  modifying,  replacing,  or  retiring  significant  portions  of  computerized  information 
systems  are  not  expected  to  have  a material  adverse  effect  on  the  Province’s  financial  condition.  Despite  the 
government’s  efforts  to  address  this  issue,  it  is  not  possible  to  be  certain  that  all  aspects  of  the  year  2000  issue 
affecting  the  government,  including  those  related  to  the  efforts  of  customers,  suppliers  and  other  third  parties,  will  be 
fully  resolved. 

Note  10  Comparative  Figures 

Certain  1 997  figures  have  been  reclassified  to  conform  to  1 998  presentation. 
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SCHEDULES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1998 


REVENUES 


Schedule  1 


In  millions 

1998 1997 


Budget 

Actual 

Actual 

Income  taxes: 

Personal  income  tax 

$ 3,526 

$ 3,877 

$ 3,445 

Corporate  income  tax 

1,436 

1,848 

1,407 

4,962 

5,725 

4,852 

Other  taxes: 

School  property  tax 

1,169 

1,212 

1,169 

Fuel  tax 

528 

558 

545 

Tobacco  tax 

315 

330 

317 

Other 

281 

331 

295 

2,293 

2,431 

2,326 

Non-renewable  resource  revenue: 

Royalties,  rentals  and  fees,  bonuses  and  sales  of  Crown  leases 

2,986 

4,003 

4,274 

Royalty  tax  credit 

(270) 

(225) 

(240) 

2,716 

3,778 

4,034 

Investment  income 

1,465 

1,747 

1.612 

Transfers  from  Government  of  Canada: 

Canada  health  and  social  transfer 

981 

903 

1,129 

Other 

358 

280 

221 

1,339 

1,183 

1,350 

Fees,  permits  and  licences: 

Health  care  insurance  premiums 

636 

633 

628 

Other 

552 

649 

673 

1,188 

1,282 

1,301 

Net  income  from  commercial  operations 

386 

501 

264 

Other: 

Net  income  from  lottery  operations 

653 

705 

624 

Miscellaneous 

298 

402 

385 

951 

1,107 

1,009 

Cushion 

(590) 

- 

- 

$ 14,710 

$ 17,754 

S 16,748 

EXPENSES  BY  OBJECT 


Schedule  2 


In  millions 

1998  1997 


Grants 

Interest  and  amortization  of  unrealized  exchange 

$ 10,073 

$ 9,291 

gains  and  losses 

1,694 

1,865 

Salaries,  wages,  employment  contracts  and  benefits 

1,088 

1,105 

Services 

1,319 

1,229 

Amortization  provision 

230 

235 

Materials  and  supplies 

215 

160 

Pension  liability  funding 

151 

129 

Travel  and  communication 

89 

103 

Valuation  adjustments 

116 

(260) 

Other  expenses 

29 

$ 15,004 

31 

S 13,888 
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VALUATION  ADJUSTMENTS 


Budget 

In  millions 

1998 

Actual 

1997 

Actual 

Provision  for  losses,  doubtful  accounts,  loans, 

guarantees  and  indemnities 

$ 127 

$ 181 

$ 129 

Provision  for  employee  benefits  other  than  pensions 

- 

18 

(3) 

Provision  for  loans  and  advances  repayable 
from  future  appropriations 

. 

8 

(15) 

Pension  provisions: 

Interest  and  amortization  of  long-term  gains 

65 

(91) 

50 

Immediate  recognition  of  short-term  gains 

- 

- 

(421) 

$ 192 

$ 116 

$ (260) 

NET  CHANGE  IN  CAPITAL  ASSETS  AFFECTING  OPERATIONS 

In  millions 

1998 1997 

Actual  Actual 

$ (250)  $ (197) 

230  235 

$ (20)  S 38 


Cost  of  capital  assets  acquired  during  the  year 
Amortization  provision 


Budget 

$ (238) 
241 


CASH  AND  MARKETABLE  SECURITIES 


In  millions 

1998 

1997 

Book 

Fair  Book 

Fair 

Value 

Value  Value 

Value 

Fixed-income  securities  (a): 

Government  of  Canada,  direct 
and  guaranteed 

$ 70 

$ 71 

$ 93 

$ 93 

Provincial,  direct  and  guaranteed 

61 

61 

29 

29 

Corporate 

136 

136 

58 

58 

267 

268 

180 

180 

Cash  and  cash  equivalents 

1,119 

1,119 

957 

957 

$ 1,386 

$ 1,387 

$ 1,137 

$ 1,137 

(a)  Fixed-income  securities  have  an  average  effective  yield  of  5.1%  per  annum  (1997  4.1%  per  annum).  Approximately 
93%  (1997  100%)  of  the  securities  have  terms  to  maturity  of  less  than  five  years. 


Schedule  3 


Schedule  4 


Schedule  5 
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PORTFOLIO  INVESTMENTS 


Schedule  6 


Fixed-income  securities  (a)(b): 
Government  of  Canada,  direct 
and  guaranteed 

Provincial,  direct  and  guaranteed 

Municipal 

Corporate 

Pooled  funds 

Equities  (b): 

Canadian 
Foreign 
Real  estate 


In  millions 

1998 1997 

Book  Fair  Book  Fair 

Value  Value  Value  Value 


$ 2,977 

$ 3,098 

2,182 

2,283 

66 

70 

2,982 

3,023 

1,457 

1,465 

9,664 

9,939 

697 

1,345 

877 

948 

35 

39 

1,609 

2,332 

$ 11,273 

$ 12,271 

$ 4,196 

$ 4,314 

2,278 

2,394 

18 

20 

2,465 

2,488 

97 

104 

9,054 

9,320 

587 

1,025 

491 

1 

500 

1 

1,079 

1,526 

$ 10,133 

$ 10,846 

(a)  The  majority  of  the  Province’s  fixed-income  securities  are  managed  in  the  Transition  Portfolio  of  the  Alberta  Heritage 
Savings  Trust  Fund.  As  at  March  31, 1998,  the  Transition  Portfolio  held  $7,363  million  (1997  $7,862  million)  of  public 
fixed-income  securities  at  cost  (Fair  value  $7,563  million  (1997  $8,067  million)).  The  securities  held  have  a weighted 
average  effective  yield  of  4.84%  per  annum  ( 1 997  3.63%  per  annum)  based  on  market  for  securities  maturing  in  a year, 
and5. 34%  per  annum  (1997  5. 52%  per  annum)for  securities  maturing  between  1 and35  years.  AsatMarch31, 1998,  the 
Portfolio  has  the  following  term  structure  based  on  par: 


1998 

% 

1997 

Under  1 year 

13 

24 

1 to  5 years 

55 

64 

6 to  10  years 

Over  1 0 years 

31 

1 

11 

1 

(b)  The  Alberta  Heritage  Savings  Trust  Fund  uses  index  swaps  and  interest  rate  swaps  to  enhance  return  and  for  hedging 
risks.  As  at  March  31,1 998,  the  notional  amount  of  index  swaps  and  interest  rate  swaps  issued  by  the  Heritage  Fund 
amounted  to  $881  million  (1997  $151  million). 
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EQUITY  IN  COMMERCIAL  ENTERPRISES 


In  millions 


1998 

1997 

Accumulated  surpluses  (deficits): 

Accumulated  surpluses  (deficits)  at  beginning  of  year 

$ (108) 

S 

9 

Total  revenue 

2,502 

2,414 

Total  expenditure 

1,299 

1,550 

Net  revenue 

1,203 

864 

Net  transfers  to  general  revenues  and  other  adjustments 

1,061 

981 

Accumulated  surpluses  (deficits)  at  end  of  year 

$ 34 

$ 

(108) 

Represented  by: 

Assets: 

Loans 

$ 7,470 

$ 

7,317 

Investments 

1,079 

1,126 

Other  assets 

1,056 

945 

Total  assets 

9,605 

9,388 

Liabilities: 

Accounts  payable 

444 

478 

Deposits 

8,726 

8,408 

Accumulated  debt 

400 

609 

Pension  obligations 

1 

1 

Total  liabilities 

9,571 

9,496 

$ 34 

$ 

(108) 

Accumulated  surpluses  (deficits)  at  end  of  year: 

Alberta  Gaming  and  Liquor  Commission 

$ 64 

$ 14 

Credit  Union  Deposit  Guarantee  Corporation 

59 

53 

The  Alberta  Government  Telephones  Commission 

1 

1 

Alberta  Intermodal  Services  Ltd. 

- 

2 

N.A.  Properties  ( 1 994)  Ltd. 

(1) 

(5) 

Chembiomed  Ltd. 

(22) 

(21) 

Alberta  Treasury  Branches 

(67) 

(152) 

34 

(108) 

Elimination  of  inter  fund/agency  balances 

101 

127 

Equity  in  commercial  enterprises  at  end  of  year 

$ 135 

$ 19 

Schedule  7 
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LOANS  AND  ADVANCES 


In  millions 

1998  1997 


Loans  and  advances  made  under  the  authority  of: 


Alberta  Municipal  Financing  Corporation  Act  (a) 

$ 3,991 

$ 4,369 

Agriculture  Financial  Services  Act  (b) 

660 

768 

Alberta  Heritage  Savings  Trust  Fund  Act 

562 

583 

Farm  Credit  Stability  Act 

425 

687 

Alberta  Opportunity  Fund  Act 

103 

82 

Alberta  Housing  Act 

58 

77 

Financial  Administration  Act 

Rural  Electrification  Loan  Act  and 

52 

39 

Rural  Electrification  Long  Term  Financing  Act 

- 

20 

Municipal  Land  Loans  Act 

- 

3 

Small  Business  Term  Assistance  Act 

- 

2 

Less:  Allowance  for  doubtful  loans,  advances, 

5,851 

6,630 

implemented  guarantees  and  indemnities 

192 

89 

$ 5,659 

$ 6,541 

(a)  Municipal  loans  on  average  yield  1 0.9%  per  annum  ( 1 997  1 1 .2%)  and  have  the  following  term  structure  as  at  March  3 1 , 
1998. 


1998 

1997 

% 

Under  1 year 

2 

11 

1 to  5 years 

15 

37 

6 to  1 0 years 

37 

32 

Over  1 0 years 

46 

20 

(b) 


Agricultural  loans  on  average  yield  5. 1 5%  to  7.56%  per  annum  ( 1 997  4.49%  to  8.95%)  and  have  the  following  term 
structure  as  at  March  31,1 998. 

1998  1997 

% 


Under  1 year 
1 to  5 years 
6 to  1 0 years 
Over  1 0 years 


3 2 

8 11 

22  22 

67  65 


INVENTORIES  HELD  FOR  RESALE 


In  millions 


1998 

1997 

Real  estate  held  for  resale 

• $ 69 

S 90 

Royalty  oil 

55 

48 

Other  inventories  for  resale 

11 

10 

$ 135 

$ 148 

Schedule  8 
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ACCUMULATED  DEBT 


Direct  debt: 

Canadian  dollar  debt  and  fully 
hedged  foreign  currency  debt: 
Floating  rate  and  short-term 
fixed  rate  debt  (e) 

Fixed  rate  long-term  debt  (f) 

Unhedged  U.S.  dollar  debt  (g): 
Floating  rate  and  short-term 
fixed  rate  debt  (e) 

Fixed  rate  long-term  debt 

Total  direct  debt 

Alberta  Social  Housing  Corporation: 

Canadian  dollar  fixed  rate  debt 
Total  accumulated  debt 


In  millions 

1998 1997 


Effective 

Rate 

(a)(b)(c) 

Modified 

Duration 

(d) 

Book 

Value  (a) 

Fair 

Value  (a) 

Book 

Value  (a) 

Fair 

Value  (a) 

% 

years 

5.60 

0.30 

$ 3,042 

$ 3,096 

$ 4,125 

$ 4,227 

7.92 

4.55 

5,583 

6,413 

6,093 

6,582 

7.10 

3.16 

8,625 

9,509 

10,218 

10,809 

6.33 

0.30 

3,046 

3,224 

2,092 

2,176 

7.76 

2.66 

1,487 

1,682 

2,935 

3,227 

6.81 

1.11 

4,533 

4,906 

5,027 

5,403 

7.00 

2.46 

13,158 

14,415 

15,245 

16,212 

110 

110 

111 

111 

$ 13,268 

$ 14,525 

$ 15,356 

$ 16,323 

(a)  Book  value  represents  the  amount  the  Province  owes.  Fair  value  is  an  approximation  of  market  value  to  the  holder. 
The  book  value,  fair  value  and  weighted  average  effective  rate  include  the  effect  of  interest  rate  and  currency  rate 
swaps.  For  non-marketable  issues,  the  effective  rate  and  fair  value  are  determined  by  reference  to  yield  curves  for 
comparable  quoted  issues. 

(b)  Weighted  average  effective  rates  on  unhedged  U.S.  dollar  debt  are  based  upon  debt  stated  in  U.S.  dollars. 

(c)  Weighted  average  effective  rate  on  total  direct  debt  is  on  debt  inclusive  of  deferred  exchange  losses  on  unhedged  U.S. 
dollar  debt. 

(d)  Modified  duration  is  the  weighted  average  term  to  maturity  of  the  security’s  cash  flows  (i.e.,  interest  and  principal)  and 
is  a measure  of  price  volatility;  the  greater  the  modified  duration  of  a bond,  the  greater  its  percentage  price  volatility. 
The  modified  duration  for  the  performance  of  the  debt  is  measured  excluding  provincial  corporation  Canadian  dollar 
debt  and  including  Alberta  Heritage  Savings  Trust  Fund  holdings.  On  this  basis  the  modified  duration  for  the  Canadian 
dollar  debt  and  fully  hedged  foreign  currency  debt  is  2.84  years;  for  the  unhedged  U.S.  dollar  debt  is  1 . 1 1 years;  and  for 
the  total  accumulated  debt  is  2.23  years. 

(e)  Floating  rate  debt  includes  short-term  debt,  term  debt  with  less  than  one  year  remaining  to  maturity,  and  term  debt  with 
interest  rate  reset  within  a year. 

(f)  Canadian  dollar  fixed  rate  debt  includes  $679  million  ( 1 997  $679  million)  held  by  the  Canada  Pension  Plan  Investment 
Fund. 

(g)  Unhedged  U.S.  dollar  debt  is  translated  into  Canadian  dollars  at  the  March  3 1 noon  exchange  rate  of  1 .41 66  per  U.S. 
dollar  (1997  $1.3840  per  U.S.  dollar).  Deferred  exchange  losses  on  unhedged  U.S.  dollar  debt  amounted  to  $168 
million  at  March  31,  1998  (1997  $195  million). 


Debt  principal  repayment  requirements  in  each  of  the  next  five  years,  including  short-term  debt  maturing  in  1 998-99,  and 
thereafter  are  as  follows: 


1998-99 

$3,353 

1999-2000 

$2,081 

2000-01 

$2,127 

2001-02 

$ 936 

2002-03 

$ 737 

Thereafter 

$3,922 

million 

(includes 

million 

(includes 

million 

(includes 

million 

(includes 

million 

(includes 

million 

(includes 

U.S.  $1,139  million  unhedged) 
U.S.  $ 403  million  unhedged) 
U.S.  $ 812  million  unhedged) 
U.S.  $ 76  million  unhedged) 

U.S.  $ 500  million  unhedged) 
U.S.  $ 188  million  unhedged) 


Schedule  10 


Some  of  the  direct  debt  has  call  provisions.  Years  to  maturity  reflect  original  maturity  date  and  not  early  call  date.  Debt 
with  call  provisions  occurring  in  under  one  year  is  $289  million,  and  in  one  to  five  years  is  $394  million. 
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ACCUMULATED  DEBT  (continued) 


Schedule  10  (continued) 


Derivative  financial  instruments 

The  Province  uses  interest  rate  swaps  and  currency  rate  swaps  and  contracts  to  manage  the  interest  rate  risk  and  currency  ex- 
posure associated  with  accumulated  debt.  In  addition,  forward  interest  rate  agreements  may  be  used  to  manage  interest  rate 
exposure  in  the  short  term.  Associated  with  these  instruments  are  credit  risks  that  could  expose  the  Province  to  potential 
losses.  Credit  risk  relates  to  the  possibility  that  a loss  may  occur  from  the  failure  of  another  party  to  perform  according  to  the 
terms  of  a contract.  Credit  exposure  to  counterparties  is  a fraction  of  the  notional  principal  amount,  as  shown  in  the  table  be- 
low. The  Province  minimizes  its  credit  risk  associated  with  these  contracts  by  dealing  with  only  the  most  credit  worthy 
counterparties. 

Interest  rate  swaps  involve  the  exchange  of  a series  of  interest  payments,  either  at  a fixed  or  floating  rate,  based  upon  a con- 
tractual or  notional  principal  amount.  An  interest  rate  swap  agreement  based  upon  a notional  amount  involves  no  exchange 
of  underlying  principal.  The  notional  amount  serves  as  the  basis  for  determining  the  exchange  of  interest  payments.  At 
March  31,1 998,  interest  rate  swap  agreements  were  being  used  primarily  to  convert  fixed  interest  rate  payments  to  floating 
rates. 

Cross  currency  interest  rate  swaps  involve  both  the  swapping  of  interest  rates  and  currencies. 

Currency  rate  swaps  including  foreign  exchange  contracts  involve  an  agreement  to  exchange  United  States  dollars  and 
other  currencies  into  Canadian  and  United  States  dollars  at  an  agreed  upon  rate  and  on  an  agreed  settlement  date. 

The  following  table  summarizes  the  Province's  derivative  portfolio  and  related  credit  exposure: 

Notional  amount:  represents  the  amount  to  which  a rate  or  price  is  applied  in  order  to  calculate  the  exchange  of  cash  flows. 

Replacement  cost:  represents  the  cost  of  replacing,  at  current  market  rates,  all  contracts  which  have  a positive  market 
value. 


In  millions 

1998  1997 


Notional 

Replacement 

Notional 

Replacement 

Amount 

Cost 

Amount 

Cost 

Interest  rate  swaps 

$ 2,089 

$ 182 

$ 1,790 

$ 142 

Cross  currency  interest  rate  swaps 

1,233 

31 

2,373 

37 

Currency  rate  swaps  including  foreign 

exchange  contracts  (stated  in  Canadian  dollars) 

31 

4 

36 

4 

$3,353 

$ 217 

$4,199 

$ 183 

DEBT  AND  RESTRICTED  EQUITY  IN  ALBERTA  MUNICIPAL  FINANCING  CORPORATION 


Schedule  11 


Alberta  Municipal  Financing  Corporation 
Canadian  dollar  fixed  rate  debt  (a) 

Restricted  equity  (b) 


In  millions 

1998  1997 


$ 4,028  $ 4,202 

$ 331  $ 314 


(a)  Canadian  dollar  fixed  rate  debt  includes  $3,493  million  ( 1 997  $3,657  million)  held  by  the  Canada  Pension  Plan  Invest- 
ment Fund  and  has  the  following  characteristics  as  at  March  31,  1998  (see  Schedule  10  note  (a)). 


1998  1997 

Fair  value  $5,594  million  $5,125  million 

Average  effective  rate  1 1 .4%  per  annum  1 1 .4%  per  annum 

Debt  principal  repayment  requirements  in  each  of  the  next  five  years,  including  short-term  debt  maturing  in  1 998-99, 
are  as  follows: 


1998-99 

$ 231  million 

1999-2000 

$ 299  million 

2000-01 

$ 447  million 

2001-02 

$ 336  million 

2002-03 

$ 729  million 

(b)  Alberta  Municipal  Financing  Corporation  equity  has  been  included  in  liabilities  of  the  Province  because  it  represents 
profits  of  the  corporation  which  the  corporation  has  the  power  to  pay  to  municipal  and  other  shareholders  that  have  bor- 
rowed money  from  the  corporation. 
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PUBLIC  ACCOUNTS  1997-98 


PENSION  OBLIGATIONS 


Schedule  12 


Pension  obligations  are  based  upon  actuarial  valuations  performed  at  least  triennially  using  the  projected  benefit  method  pro- 
rated on  services.  The  assumptions  used  in  the  valuations  were  adopted  after  consultation  between  the  pension  plan  boards,  the 
government  and  the  actuaries,  depending  on  the  plan,  and  represent  best  estimates  of  future  events.  Each  plan’s  future  experi- 
ence will  inevitably  vary,  perhaps  significantly,  from  the  assumptions.  Any  differences  between  the  actuarial  assumptions  and 
future  experience  will  emerge  as  gains  or  losses  in  future  valuations.  Gains  and  losses  which  relate  to  the  long  term  are  amor- 
tized over  the  expected  average  remaining  service  lives  of  the  related  employee  groups.  Gains  and  losses  for  which  there  is  rea- 
sonable assurance  regarding  their  measurement  and  realization  are  recognized  in  income  immediately,  which,  for  1996-97, 
resulted  from  the  recording  of  the  effect  of  plan  curtailments. 

The  valuations  were  based  upon  economic  assumptions,  including  a long-term  rate  of  return  on  pension  plan  fund  assets  of  4.5 
per  cent  over  the  level  of  price  inflation  for  the  Teachers’  plan,  and  4.0  per  cent  for  all  the  other  plans.  The  rate  was  based  upon  a 
long-term  rate  of  return  of  8.5  per  cent  per  annum  and  price  inflation  of  4.0  per  cent  for  the  Teachers’  plan,  8 percent  and  4 per 
cent  respectively  for  the  Universities  Academic,  Local  Authorities  and  Special  Forces  plans,  and  7.5  per  cent  and  3.5  per  cent 
respectively  for  the  Management  Employees,  Public  Service  Management  (Closed  Membership)  and  Public  Service  plans. 
Demographic  assumptions  used  in  the  valuations  reflect  the  experience  of  the  plans. 

The  latest  actuarial  valuations  were  performed  as  at  August  31,1 997  for  the  Teachers’  plan,  as  at  December  31,1 996  for  the 
Local  Authorities,  Universities  Academic,  Management  Employees,  and  Public  Service  Management  (Closed  Membership) 
plans,  as  at  December  31,1 995  for  the  Special  Forces  and  Public  Service  plans,  and  as  at  December  31,1 994  for  the  Members 
of  the  Legislative  Assembly  plan.  These  actuarial  valuations  indicated  a deficiency  of  net  assets  over  the  actuarial  present  value 
of  accrued  benefits.  Including  deferred  adjustments,  these  unfunded  liabilities  were  extrapolated  to  March  31,  1998. 

A separate  pension  plan  fund  is  maintained  for  each  pension  plan  except  for  the  Members  of  the  Legislative  Assembly  plan. 
Pension  plan  fund  assets  are  invested  in  both  marketable  investments  of  organizations  external  to  the  government  and  in  Prov- 
ince of  Alberta  bonds  and  promissory  notes. 


In  millions 


Obligations  to  pension  plans  for  employees  of  organizations 
outside  the  government  reporting  entity: 

1998 

1997 

Teachers'  Pension  Plan  (a) 

$ 3,804 

$ 3,665 

Universities  Academic  Pension  Plan  (b) 

101 

97 

Local  Authorities  Pension  Plan  (b) 

11 

84 

Special  Forces  Pension  Plan  (b) 

17 

39 

Obligations  to  pension  plans  for  current  and  former 
employees  and  Members  of  the  Legislative  Assembly: 

Public  Service  Management  (Closed  Membership) 

3,933 

3,885 

Pension  Plan  (c) 

657 

660 

Public  Service  Pension  Plan  (c) 

191 

284 

Management  Employees  Pension  Plan  (c) 

51 

95 

Members  of  the  Legislative  Assembly  Pension  Plan  (d) 

58 

57 

957 

1,096 

$ 4,890 

$ 4,981 

(a)  The  Alberta  Teachers'  Retirement  Fund  Board  is  a trustee  and  administrator  of  the  Teachers'  Pension  Plan.  The  Al- 
berta Teachers'  Retirement  Fund  Board  operates  under  the  authority  of  the  Teachers'  Pension  Plans  Act.  The  Act  re- 
quires all  teachers  under  contract  with  public  and  separate  school  jurisdictions  in  Alberta  to  contribute  to  the  Teachers' 
Pension  Plan. 

Under  the  Teachers'  Pension  Plans  Act,  the  unfunded  liability  for  service  credited  prior  to  September  1 , 1 992  is  being 
financed  by  additional  contributions  in  the  ratio  of  67.35  per  cent  by  the  Province  and  32.65  per  cent  by  the  teachers 
over  the  period  ending  August  3 1 , 2060.  In  addition,  for  service  after  August  1 992,  the  Province  funds  50  per  cent  of 
any  current  service  costs  and  related  actuarial  adjustments,  including  certain  cost-of-living  benefits. 

The  Act  provides  that  payment  of  all  benefits  prior  to  September  1 , 1 992  is  guaranteed  by  the  Province. 


PROVINCE  OF  ALBERTA 


41 


PENSION  OBLIGATIONS  (continued) 


Schedule  12  (continued) 


(b)  Under  the  Public  Sector  Pension  Plans  Act,  the  Province  has  obligations  for  payment  of  additional  contributions  under 
defined  benefit  pension  plans  for  employees  of  local  authorities  and  post-secondary  educational  institutions.  The  three 
plans  are  the  Universities  Academic,  Local  Authorities  and  Special  Forces  pension  plans. 

For  Universities  Academic,  the  unfunded  liability  for  service  credited  prior  to  January  1 , 1 992  is  being  financed  by  ad- 
ditional contributions  of  1 .25  per  cent  of  pensionable  salaries  by  the  Province,  and  such  percentages  by  employers  and 
employees  as  will  fund  equally  the  remaining  amount  as  determined  by  the  plan  valuation,  over  the  period  ending  on  or 
before  December  3 1 , 2043.  Current  service  costs  are  funded  by  employers  and  employees. 

For  Local  Authorities,  the  unfunded  liability  for  service  credited  prior  to  January  1,  1992  is  being  financed  by  addi- 
tional contributions  in  the  ratio  of  30  per  cent  by  the  Province  and  35  per  cent  each  by  employers  and  employees,  over 
the  period  ending  on  or  before  December  3 1 , 2036.  Current  service  costs  are  funded  by  employers  and  employees. 

For  Special  Forces,  the  unfunded  liability  for  service  credited  prior  to  January  1 , 1 992  is  being  financed  by  additional 
contributions  in  the  ratio  of 45.45  per  cent  by  the  Province  and  27.27  per  cent  each  by  employers  and  employees,  over 
the  period  ending  on  or  before  December  3 1 , 2036.  Current  service  costs  are  funded  by  employers  and  employees.  The 
Act  provides  that  payment  of  all  benefits  arising  from  pensionable  service  prior  to  1994,  excluding  post- 1991  cost  of 
living  adjustment  benefits,  is  guaranteed  by  the  Province. 

(c)  The  Province  administers  three  defined  benefit  pension  plans  for  substantially  all  of  its  employees.  The  three  plans  are 
the  Public  Service,  Management  Employees  and  the  Public  Service  Management  (Closed  Membership)  pension  plans. 
An  employee  can  be  a member  of  only  one  plan  at  a time. 

For  Public  Service,  the  unfunded  liability  for  service  credited  prior  to  January  1 , 1 992  is  being  financed  by  additional 
contributions  in  the  ratio  of  62.5  per  cent  by  the  Province  and  1 8.75  per  cent  each  by  employers  and  employees,  over 
the  period  ending  on  or  before  December  3 1 , 2036.  Current  service  costs  are  funded  by  employers  and  employees. 

For  Management  Employees,  the  unfunded  liability  for  service  credited  prior  to  January  1 , 1 992  is  being  financed  by 
additional  contributions  of  0.75  per  cent  for  employees  and  such  percentages  by  employers  as  will  be  required  to  elimi- 
nate the  unfunded  liability  over  the  period  ending  on  or  before  December  3 1 , 2043.  Current  service  costs  are  funded  by 
employers  and  employees. 

The  Public  Service  Management  (Closed  Membership)  pension  plan  provides  benefits  to  former  members  of  the  Pub- 
lic Service  Management  pension  plan  who  were  retired,  were  entitled  to  receive  a deferred  pension  or  had  attained  35 
years  of  service  before  August  1 , 1 992.  After  all  assets  in  the  plan  are  exhausted,  all  benefits  under  the  plan  will  be  paid 
by  the  Province. 


The  total  pension  related  expenses  include  the  following  components: 


Pension  expense  for  current  service: 

Normal  contributions  as  employer 
Amortization  of  long-term  gains,  net  of  interest 
on  the  Province's  liability 
Immediate  recognition  of  short-term  gains 


In  millions 


1998 

1997 

$ 44 

S 49 

(88) 

(63) 

- 

(194) 

$ (44) 

$ (208) 

(d) 


The  Province  has  a liability  for  payment  of  pension  benefits  under  a defined  benefit  pension  plan  for  Members  of  the 
Legislative  Assembly.  Active  participation  in  this  plan  was  terminated  as  of  June  1 993.  and  no  benefits  can  be  earned 
for  service  after  this  date. 
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OTHER  ACCRUED  LIABILITIES 


In  millions 


1998 

1997- 

Guarantees,  indemnities  and  remissions: 

Credit  union  assistance  (a) 

$ 113 

$ 124 

Guarantees  and  indemnities  (Schedule  14) 

34 

60 

Remissions  for  student  loans  (Schedule  14) 

10 

17 

Other 

126 

111 

283 

312 

Future  funding  to  school  boards  to  enable  them  to  repay 

debentures  issued  to  the  Alberta  Municipal  Financing  Corporation 

1,110 

1,298 

Vacation  entitlements  and  long-term  disability  benefits 

104 

194 

Other 

13 

21 

$ 1,510 

$ 1,825 

(a)  The  Province  has  agreed  to  indemnify  and  fund  interest  to  the  extent  necessary  on  $335  million  of  debentures  issued  by 
S C Financial  Ltd.  to  credit  unions  in  exchange  for  stabilization  preferred  shares  of  the  credit  unions.  The  indemnity 
will  expire  on  October  3 1 , 2010. 


GUARANTEES  AND  INDEMNITIES  (a) 


In  millions 


Expiry 


1998 

1997 

Date 

Guarantees: 

Farm  Credit  Stability  Act  (b) 

$ 451 

$ 698 

2011 

Alberta  Housing  Act 

182 

251 

2022 

Student  Loan  Act 

98 

138 

Ongoing 

Agriculture  Financial  Services  Act 

76 

70 

Ongoing 

Feeder  associations 

44 

51 

Ongoing 

Canadian  Airlines  International  Ltd. 

11 

12 

2001 

Agricultural  Societies  Act  (b) 

6 

7 

2015 

Rural  utilities  loans 

5 

4 

Ongoing 

Alberta  Opportunity  Fund  Act 

4 

5 

Ongoing 

Centre  for  Frontier  Engineering  Research 

3 

3 

2005 

Pocaterra  Development  Corporation 

2 

2 

2014 

Small  Business  Term  Assistance  Act 

1 

2 

(c) 

University  of  Calgary 

1 

1 

2016 

Banff  Centre  for  Continuing  Education 

1 

1 

2014 

North  Saskatchewan  River  Boat  Ltd. 

1 

1 

(c) 

Alberta  Newsprint  Funding  Corporation 

- 

136 

(c) 

Kananaskis  Alpine  Resort  Inc. 

- 

8 

(c) 

Export  program 

- 

1 

(c) 

Skimmer  Oil  Separators  Ltd. 

886 

1 

1,392 

(c) 

Indemnities: 

Canadian  Western  Bank 

886 

8 

1,400 

(c) 

Less:  Estimated  liability  (Schedule  13) 

Guarantees  and  indemnities 

34 

60 

Remissions  for  student  loans 

10 

17 

44 

77 

$ 842 

$ 1,323 

Schedule  13 


Schedule  14 
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GUARANTEES  AND  INDEMNITIES  (a)  (continued) 


Schedule  14  (continued) 


(a)  Authorized  loan  guarantee  limits  are  shown  below  where  applicable.  Where  authorized  loan  guarantee  limits  are  not 
noted,  the  authorized  limits  decline  as  guaranteed  or  indemnified  loans  are  repaid. 

No  new  program  guarantees  are  being  issued  under  the  following  programs  or  Acts:  Export  program.  Small  Business 
Term  Assistance  Act,  Alberta  capital  loan  program,  and  Farm  Credit  Stability  Act. 

Guarantee  programs  under  the  following  Acts  are  ongoing: 

• Student  Loan  Act  (authorized  guarantee  limit  set  by  Order  in  Council  is  $400  million) 

• Agricultural  Societies  Act  (authorized  guarantee  limit  set  by  statute  is  $50  million  - no  guarantees  were  given  under 
this  program  during  1997-98) 

• Feeder  Associations  Guarantee  Act  (authorized  guarantee  limit  set  by  Order  in  Council  is  $43.9  million) 

• Rural  Utilities  Act 

• Irrigation  Act  (no  guarantees  were  given  under  this  program  during  1 997-98  and  none  are  outstanding  at  March  3 1 , 
1998) 

• Agriculture  Financial  Services  Act,  and 

• Alberta  Opportunity  Fund  Act. 

The  lender  takes  appropriate  security  prior  to  issuing  a loan  to  the  borrower  which  is  guaranteed  by  the  Province.  The 
security  taken  depends  on  the  nature  of  the  loan.  Interest  rates  are  negotiated  with  the  lender  by  the  borrower  and  typi- 
cally range  from  prime  to  prime  plus  two  per  cent. 

Reported  indemnities  are  restricted  to  those  relating  to  loans  or  other  financial  instruments. 

(b)  The  expiry  date  shown  is  the  latest  expiry  date  for  guaranteed  loans  under  the  program. 

(c)  Loans  have  expired,  are  in  the  process  of  realization  of  security,  guarantees  are  paid  out,  or  indemnities  have  expired. 
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LISTING  OF  ORGANIZATIONS 


Schedule  15 


The  financial  statements  of  the  following  organizations  are  consolidated  in  these  financial  statements: 


Offices  of  the  Legislative  Assembly: 

Support  to  the  Legislative  Assembly 

Office  of  the  Auditor  General 

Office  of  the  Ombudsman 

Office  of  the  Chief  Electoral  Officer 

Office  of  the  Ethics  Commissioner 

Office  of  the  Information  and  Privacy  Commissioner 

Departments: 

Advanced  Education  and  Career  Development 

Agriculture,  Food  and  Rural  Development 

Community  Development 

Economic  Development 

Education 

Energy 

Environmental  Protection 
Executive  Council 
Family  and  Social  Services 
Health 

Intergovernmental  and  Aboriginal  Affairs 

Justice 

Labour 

Municipal  Affairs 

Public  Works,  Supply  and  Services 

Science,  Research  and  Information  Technology 

Transportation  and  Utilities 

Treasury 

Revolving  Funds: 

Agriculture,  Food  and  Rural  Development  Revolving  Fund  (a) 
Community  Development  Revolving  Fund  (b) 

Economic  Development  and  Tourism  Revolving  Fund  (a) 

Education  Revolving  Fund 
Environmental  Protection  Revolving  Fund  (a) 

Gas  Alberta  Operating  Fund  (a) 

Personnel  Administration  Office  Revolving  Fund  (b) 

Public  Works,  Supply  and  Services  Revolving  Fund 
Transportation  Revolving  Fund  (a) 

Treasury  Revolving  Fund  (a) 

Regulated  Funds: 

Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund 

Alberta  Heritage  Savings  Trust  Fund 

Alberta  Heritage  Scholarship  Fund 

Alberta  Risk  Management  Fund 

Alberta  School  Foundation  Fund 

Crop  Reinsurance  Fund  of  Alberta 

Environmental  Protection  and  Enhancement  Fund 

Fish  and  Wildlife  Trust  Fund  (c) 

Historic  Resources  Fund 

Irrigation  District  Rehabilitation  Fund  (b) 

Livestock  Patrons'  Assurance  Fund 
Lottery  Fund 

Motion  Picture  Development  Fund  (b) 

Science  and  Research  Fund 

Utility  Companies  Income  Tax  Rebates  Fund 

Victims  of  Crime  Fund 

Provincial  Agencies: 

Agriculture  Financial  Services  Corporation 
Alberta  Agricultural  Research  Institute 
Alberta  Alcohol  and  Drug  Abuse  Commission 
Alberta  Dairy  Control  Board 

The  Alberta  Educational  Communications  Corporation  (b) 

Alberta  Energy  and  Utilities  Board 
Alberta  Foundation  for  the  Arts 
The  Alberta  Historical  Resources  Foundation 
Alberta  Motion  Picture  Development  Corporation  (b) 

Alberta  Municipal  Financing  Corporation 
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LISTING  OF  ORGANIZATIONS  (continued) 


Schedule  15  (continued) 


Provincial  Agencies  (continued): 

Alberta  Oil  Sands  Technology  and  Research  Authority 
Alberta  Opportunity  Company 
Alberta  Pensions  Administration  Corporation 
Alberta  Petroleum  Marketing  Commission  (b) 

Alberta  Racing  Commission  (b) 

Alberta  Research  Council 

Alberta  Securities  Commission 

Alberta  Social  Housing  Corporation 

Alberta  Special  Waste  Management  Corporation  (b) 

Alberta  Sport,  Recreation,  Parks  and  Wildlife  Foundation 

Human  Rights,  Citizenship  and  Multiculturalism  Education  Fund 

The  Government  House  Foundation 

Natural  Resources  Conservation  Board 

Persons  with  Developmental  Disabilities  Foundation 

Tire  Recycling  Management  Board  (c) 

The  Wild  Rose  Foundation 

Non-commercial  Crown-controlled  Corporation: 

Alberta  Insurance  Council 


The  following  organizations  are  accounted  for  on  the  equity  basis  in  these  financial  statements: 


Commercial  Enterprises: 

Alberta  Gaming  and  Liquor  Commission 

The  Alberta  Government  Telephones  Commission 

Alberta  Intermodal  Services  Ltd.  (a) 

Alberta  Treasury  Branches 

Credit  Union  Deposit  Guarantee  Corporation 

N.A.  Properties  (1994)  Ltd. 

Commercial  Crown-controlled  Corporations: 

Chembiomed  Ltd. 

Gainers  Inc. 


(a)  Privatized,  wound  up  or  ceased  operations  in  1997-98. 

(b)  Privatized,  wound  up  or  ceased  operations  in  1996-97. 

(c)  Dissociated  from  the  government  reporting  entity  effective  March  3 1 , 1997. 


Printed  on  Recycled  Paper 


